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View from glass-walled “family room” into garden court 
of a new 1954 National “‘Ranger” home. Elevations 
and floor plans of all new models will be sent on request. 


“NATIONAL homes 
set the standard 
by which all 
1954 housing values 
must be judged.” 


— Quoted from a feature article in the 
November issue of HOUSE & HOME 





Here’s expert testimony as to the beauty, quality 
and economy of National homes. And it is proof also 
that mortgages on National homes are sound 
long-term investments. 


Financial institutions increasingly have become aware 
that National Homes offers a constant source 
of profitable loans. 


Designed by the world-famed architect, 

Charles M. Goodman, AIA, and produced 

by revolutionary new cost-cutting methods, the 1954 
Nationals have already broken all records for sales. 
This means even more opportunities for investors. 
Your inquiry is invited. 


BETTER HOMES BUILD A BETTER AMERICA 





NATIONAL HOMES CORPORATION 
LAFAYETTE, INDIANA + HORSEHEADS, N.Y. 





1954 National “*Ranger”’ home. 
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MBA Calendar 


January 26-28, 1954, Senior Execu- 
tives Course, New York University, 
New York. 


February 25-26, 1954, Midwestern 
Mortgage Conference, Conrad Hilton 
Hotel, Chicago. 


March 12-13, 1954, Southern Mort- 
gage Clinic, Hotel Roosevelt, New 
Orleans. 


April 12-13, 1954, Eastern Mort- 
gage Conference, Hotel Commodore, 
New York. 


April 16-17, 1954, Western Mort- 
gage Clinic, Brown Palace Hotel, 
Denver. 


April 19, 1954, Board of Governors 
Spring Meeting, Broadmoor Hotel, 
Colorado Springs. 


April 23-24, 1954, Southwestern 


Mortgage Clinic, Paradise and Jokake 


Inns, Phoenix. 

June 13-18, 1954, School of Mort- 
gage Banking, Course I, Northwestern 
University, Chicago. 

August 22-27, 1954, School of 
Mortgage Banking, Course I, Stan- 
ford University, Stanford, California. 





September 27-30—41st Annual 
Convention, Conrad Hilton Hotel, 
Chicago. 


Where Is Your 
MEMBERSHIP 
CERTIFICATE? 


If it has been misplaced we 
will gladly supply another. 


If the frame has been broken, 
we will replace it too. 


Write the national office in 
Chicago. 


"WVortgage Banker 


please route to: 
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experience 


When titles are to be insured, it’s experience 
and ‘‘know-how”’ that count. 

Lawyers Title has insured more titles to 
multiple and large scale housing projects than 
any other title insurance company in the Nation 

. has been confronted with almost every 
conceivable title question incident to such 
projects . . . is familiar with the title require- 
ments of government agencies and corporate 


lawyers Title 


lnsurance Corporati nn 
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investors in real estate securities . . . is an old, 
seasoned hand at quickly and courteously 
solving the title insurance problems of the 
builder, the loan originator, the lawyer and the 
lending institution. 

There is no other title insurance company 
with so much to offer you in experience, in 
financial strength, in national reputation and in 
sound title protection. 





“Mortgage Banker 


Housing Tomorrow 


Blueprint of What’s Coming As Seen in President’s Report 


NE might say of the President’s 

Housing Advisory Committee re- 
port that it is a partial blueprint for 
housing and housing financing tomor- 
row—and that is what many believe 
that it is. Or one might be somewhat 
less enthusiastic and say that it is a 
valuable guide for the nation to fol- 
low in its long-term planning in our 
fields. Or one might be even more 
restrained and say that, here and 
there in the report, are ideas and 
propositions that can be used in hous- 
ing and housing financing in the fu- 
ture. 

But whatever is said about it, no 
one will deny that it is a remarkable 
piece of work. The fact that it ever 
emerged at all, in the detailed and 
complete form that it did, is in itself 
remarkable—and accomplished in 
such a relatively short space of time at 
that. And it is the first time anything 
like it has ever been attempted, the 
first time skilled hands and trained 
minds in the housing and housing 
credit fields have gotten together to 
create a long-term, durable housing 
policy for the nation. 

Significantly for MBA and _ the 
mortgage industry, many—a great 
many in fact—of the principles enun- 
ciated in our own Statement of Policy 
found their way into the report, cer- 
tainly not because anyone was spon- 
soring them as MBA projects but 
merely because they were sound, be- 
cause they represented sensible and 
reasonable answers to specific prob- 
lems. 

What is the net result of the Presi- 
dent’s report? What will it mean 
specifically in our industry and those 
with which we have a close associa- 
tion? These answers will be forth- 
coming in legislation which will appear 
in the Congress based upon specific 
recommendations in the report. 

Then how have the recommenda- 
tions been received generally? We 
have the answer to that question and 


it is: very well. No one or no group 
has said that it approves every single 
recommendation in the report; in 
fact, when the report was issued, 
while there was no minority or dis- 
senting opinion, some members were 
known to have disagreed with certain 
proposals in the report which they 
generally endorsed. In fact, it seems 
as though every committee member 
had one thing or another which, if 
the decision had been his alone, would 
have been different. 

The builders approved—all except 
the secondary market facility which 
NAHB President Spiegel said, could 
strangle the whole program. But he 
also said: 

“This is a housing program which 
can put a new face on America. It 
is bold, progressive, visionary, practi- 
cal. Its enactment into law should 
have high priority on the legislative 
calendar of Congress. The program 
will find favor with the American 
people. 

“However, the degree of success or 
failure of such a broad housing pro- 
gram will be entirely dependent upon 
the availability of mortgage money to 
finance the construction and sale or 
rental of the housing in question. 

“This report recognizes the hous- 
ing problems which face the Ameri- 
can people. It provides a visionary 
approach to the problems of housing 
the low income family, of rehabilitat- 
ing blighted or rundown housing, of 
financing modernization of existing 
homes, of keeping production of 
housing at a high level. 

“President Eisenhower can be as- 
sured that the home building indus- 
try will support the aims of the pro- 
posed program, should he recommend 
it to the Congress for enactment. We 
see little in the report to which any 
group can object, since all broad ob- 
jectives aim to better the housing 
conditions of all our people. 


“An expanded modernized FHA, 


broad in its concept but economically 
sound, can be expected to play a 
vital role in helping private enter- 
prise do the housing job. This is 
government-private industry team- 
work as it should be. 

“If Congress enacts the committee’s 
recommendations into law, and pro- 
vided financing is available in ade- 
quate volume, it is reasonable to as- 
sume that the industry can maintain 
its present volume of one million new 
units per year with emphasis on 
homes for low income buyers, new- 
condition up to 250,000 homes an- 
nually through the trade-in process 
and put them back on the market 
for low income families, and reha- 
bilitate up to 750,000 units under 
programs of law enforcement and 
urban redevelopment. 

“The end result will be: up to two 
million families annually will have a 
new or rehabilitated home. Such a 
challenge is the type our industry 
welcomes. If the President and the 
Congress will provide the legislative 
tools, the industry will lose no time 
in putting them to work to build 
homes.” 


The Realtors approved: 


“I disagree with some of the con- 
clusions reached,” said Alexander 
Summer, a committee member and 
former NAREB president, “but in 
general I feel that the committee has 
proposed constructive, comprehensive 
measures that will make for favorable 
conditions to keep the volume of 
home production high, and apply 
practical and direct measures to elimi- 
nating slum and blight conditions. 

“These proposals open up a new 
frontier that can assure a high level 
of building and rehabilitation for 
years to come.” 

The savings and loan industry was 
for it—with some reservations. What 
other investors thought about it, in 
whole or in part, wasn’t so easy to 


THE MORTGAGE BANKER ° February 1954 3 








determine but some of them had 
deeply-felt convictions about some 
phases, particularly the secondary 
market facility. 

Then how do we feel about it? 

The answer was probably that as 
a group we felt favorable to it. But 
how have mortgage men reacted to 
each and every recommendation? 
That was what President Clarke 
wanted to know definitely. So, at the 
earliest opportunity (the holidays fell 
right after the report was issued) he 
called a meeting of the Executive 
Committee along with the Legislative, 
FHA and GI committees in Wash- 
ington for January 5, 6 and 7. Aside 
from the fact that these committees 
were called together to consider one 
of the most important proposals con- 
fronting the mortgage industry in a 
quarter century, the meeting had an- 
other very real significance. It can 
best be described by the feeling of re- 
sponsibility with which all committee 
members regarded their assignments, 
the hard intensive work they devoted 
to the three days’ of deliberations and 
the sense of duty they displayed to 
their industry in the work they came 
to do. 

Every committee member is a man 
with great responsibility in his own 
business; yet, unhesitatingly, he gave 
his time and effort to be on hand in 
Washington to make what contribu- 
tion he could to serving the mort- 
industry. Of a total of 65 
the four committees 


gage 
members of 


Executive, Legislative, FHA and GI 
forty-six answered the roll call for 
the January meetings. They came from 
Florida, from New England and other 
far distant points—and eight came 
all the way from the Pacific Coast. 
If any evidence was needed that 
MBA membership and committee ap- 
pointment is taken seriously, the Jan- 
uary meetings furnished it in full 
measure. 


SOME RESERVATIONS 














Purpose of these random observa- 
tions isn’t to analyze or interpret the 
report or the conclusions of the MBA 
committees. Members have just re- 
ceived these conclusions in special 
communications from President 
Clarke and they will be presented to 
the MBA board of governors at the 
February meeting in Chicago. 

Members did not fail to notice in 
President Clarke’s summary that, time 
after time, full and unqualified ap- 
proval was given to the various rec- 
ommendations of the President’s 
Committee. Our groups liked the 
statement of policy, particularly that 
basic, underlying statement that “con- 
stant improvement in the living con- 
ditions of all the people is best ac- 
complished under a strong and free 
competitive economy.” 

But, here and there, we have reser- 
vations, some mildly serious, others 


more so. 


Regarding the controversial Section 
220, our committee report said: 

“This recommendation proposes the 
creation of a new Section 220 under 
which the FHA would be authorized 
to insure loans on liberal terms. The 
Association notes that the terms on 
which these loans are to be insured 
are identical to the terms under which 
loans on lower-priced houses would 
be insured under Section 203, if the 
amendments to that section as pro- 
posed in the President’s Report are 
adopted. This Association has long 
objected to the creation of new sys- 
tems of FHA insurance for particular 
purposes, since every new section so 
created simply adds to the complexi- 
ties of FHA operations. It is the As- 
sociation’s recommendation that the 
setting up of a new Section 220 be 
eliminated and that the purposes to 
be met by this new section be effected 
by directing FHA to utilize special 
underwriting procedures under Sec- 
tion 203 for housing needed in the 
types of areas discussed under this 
recommendation.” 

As to the open end provision, our 
conclusions were: 

“The Association approves with 
this comment: Assuming that an 
‘open-end’ clause is included in a 
mortgage, at the time such clause is 
used and the mortgage amount is in- 
creased, there will always be extra 
work required of the organization 
servicing the loan. It is the Associa- 
tion’s recommendation, therefore, that 





MBA Committees At Work 


See cover) 


And work it was for these commit- 
teemen on January 5, 6 and 7 in 
studying, digesting, analyzing and 
finally preparing a statement of opin- 
ion for the mortgage industry which 
they represent. Those who came to 
Washington to do the job were: 

Executive Committee: Cover, up- 
per left seated, from left: Oliver M. 


Walker, Washington, D. C.; FHA 
Commissioner Guy T. O. Hollyday; 
President William A. Clarke; Vice 
President Wallace Moir; Secretary 


George H. Patterson; Norman H. 
Nelson, St. Paul; A. H. Cadwallader, 
Jr.; Ferd Kramer, Chicago. Stand- 
ing, from left: Miles Colean; Ralph 


E. Bruneau, Phoenix; Samuel E. 
Neel; W. L. King, Washington, D. C.; 
John F. Austin, Jr., Houston; Frank 
J. Bell, Washington, D. C.; W. C. 
Rainford, Granite City, IIl. 

Legislative Committee: Upper 
right seated: Charles R. Dorsey, West 
Palm Beach; A. E. Soniat, Ft. Worth; 
Robert H. Pease, Detroit, chairman; 
Ben J. Smith, Seattle; and Ward 
Cook, Portland, Ore. Standing: John 
O. Chiles, Atlanta; H. Duff Viim, 
Indianapolis; J. W. Jones, Dallas, 
vice chairman; Joseph R. Jones, Los 
Angeles; William A. Marcus, San 
Francisco; and Robert M. Morgan, 
Boston. 

FHA Committee: Lower left 
seated: Donald S. McGregor, Hous- 
ton; John D. Yates, Jacksonville, 
Fla., chairman; Maurice R. Massey, 
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Jr., Philadelphia; Donald K. Vanne- 
man, Atlanta. Standing: Herbert C. 
Redman, Washington, D. C.; James I. 
Rothschild, Chicago; William F. 
Keesler, Boston; Paul Crum, Dallas; 
C. G. Carey, Baltimore; Howard 
Nichols, Bakersfield, California; and 
W. E. Miller, Cleveland. 


GI Committee: Lower right 
seated: D. W. Zink, Philadelphia; 
Frank M. Flect, Chicago; H. H. 
Juergens, Cleveland; and A. H. Cad- 
wallader, Jr., San Antonio, chairman. 
Standing: Carton S. Stallard, Eliza- 
beth, N. J.; Jack Hamilton, Atlanta; 
R. G. Holladay, Memphis; Richard 
Roberts, III, Miami; W. H. Speir, 
Jacksonville, Fla.; John D. Engle, Los 
Angeles; B. B. Bass, Oklahoma City; 
James T. Barnes, Detroit; and Frank 
P. Flynn, Jr., Lafayette, Ind. 


the legislation authorizing the inclu- 
sion of such clauses in FHA or VA 
mortgages, should also authorize the 
payment by the mortgagor, at the 
time the mortgage is increased, of a 
servicing fee of $25.00 or | per cent 
of the increase, whichever is greater.” 





COOPERATIVE HOUSING 











Regarding cooperative housing, we 
said: 

“The Association approves this rec- 
ommendation with this comment: 
Those members of this Association 
who have endeavored to utilize the 
present provisions of Section 213 have 
found it difficult to 
the required number of cooperators 
prior to the commencement of the 
project. To make the operation of 
this section more effective, therefore, 
it is this Association’s 
tion that a cooperative project is per- 
mitted to be commenced by filing an 
application with FHA under Section 
207: that the FHA issue a firm com- 
mitment under this section to a spon- 
sor for 80 per cent of cost with the 
privilege of transferring at a later 
date after the cooperators have been 
assembled so that the loan may be 
issued under Section 213; but that if 
the required number of cooperators 
cannot be secured, the project be per- 
mitted to be insured on the 80 per 
cent basis as a Section 207 loan.” 


very assemble 


recommenda- 


And on the most controversial sub- 
ject of them all, the secondary mar- 
ket facility, we had reservations of a 
kind but were willing to give it our 
support nevertheless. We said: 

“The Association has studied the 
desirability of organizing a privately 
financed secondary market facility for 
several years. The need for such a 
facility was clearly outlined in a re- 
port distributed to the membership 
by President Whatley on July 13, 
1953. The Association still considers 
that the need for such facility, as set 
out in this Report, is acute. The As- 
sociation also considers that the prin- 
ciples which should be considered in 
creating such facility, as set out in 
this Report, are still sound. While 
the facility proposed in the President’s 
Report is different in many respects 
from that proposed in the MBA Re- 
port of July 13, 1953, the Association 


considers that the differences are not 
too significant. The Association is, 
therefore, willing to support and ap- 
prove the proposal as set out in the 
President’s Report, despite these dif- 
ferences, in the interest of encourag- 
ing the creation of such a facility. In 
connection with this new facility, 
however, the Association would like 
also to make the following comments: 

1) The Board which it is proposed 
to create to control the proposed cor- 
poration must be truly representative 
of all segments of the industry; to 
the extent that the provisions insur- 
ing such broad representation could 
be strengthened it would increase the 
acceptability of the institution to cer- 
tain types of secondary investors. (2) 
The initial ownership of the stock in 
the proposed corporation should also 
be spread widely among the holders 
and FHA and VA 
loans. This Association, therefore, rec- 
ommends that any program adopted 
in wide- 


originators of 


be one which would result 
spread ownership of a substantial por- 
tion of this stock by mortgage bankers, 
savings and loan associations, insur- 
ance companies, commercial banks 
and savings banks. (3) This Associa- 
tion recommends that the word ‘ini- 
tially’ be omitted from paragraph 3 
page 350 of the President’s Report 

from this recommendation. It is the 
belief of this Association that the sale 
of loans to the proposed corporation 
should always be restricted to loans 
partially guaranteed or insured by the 
Federal Government. (4) This Asso- 
ciation recommends that in the legis- 
lation creating the facility it be clearly 
stated that the facility should not 
make advance purchase commitments 
in connection with its operations. (5) 
This Association recommends that the 
language in paragraph 4 (appearing 
on page 350 of the President’s Re- 
port) be changed so that a minimum 
stock-ownership percentage in the 
amount of 2 per cent, as well as a 
maximum of 4 per cent, be specified. 
6) This recommends 
that the language appearing in para- 
graph 2 (page 350 of the President’s 
Report) be amended to provide that 


Association 


before mortgage companies having a 
minimum capital of $100,000.00 are 
eligible to do business with the cor- 
poration, they must also meet stand- 
ards set up by the Board of Directors 
of. the corporation.” 


Then we closed by having our say 
on public housing. It is worth re- 
peating here: 

“The proposal to continue the pub- 
lic housing program as advanced by 
the President’s Advisory Committee 
specifically notes that the method by 
which the activity is to be financed 
is left an open question. While no 
alternative plan is proposed, the pres- 
ent method of financing, by the issu- 
ance of 30- to 40-year tax-exempt 
local authority bonds guaranteed by 
the federal government and paid off 
with interest from annual federal con- 
tributions, was not endorsed. 





ON PUBLIC HOUSING 











“During the Committee’s sessions, 
it is understood that the financing 
question was raised and the proposal 
offered to change the method of sub- 
sidy from the 40-year contribution 
scheme to outright capital grants, to 
be matched in some proportion with 
local funds, to cover the cost of such 
additional public housing as might be 
authorized and contracted for during 
the year. Because of evidence of only 
a slight majority ready to approve the 
change, it is understood that the pro- 
posal was dropped to prevent disrup- 
tion by the Committee; and, as a 
compromise, the proposal to endorse 
the present plan, which had been of- 
fered by the sub-committee on hous- 
ing for low-income families, was also 
withdrawn. 

“The question should not be left 
without further examination both by 
government and by those outside of 
government who are concerned with 
sound fiscal policies, irrespective of 
their attitude toward public housing 
as such. 

“The straight-forward way of han- 
dling public housing financing would 
be through capital grants, which is the 
way in which all other subsidies for 
construction operations are handled. 

“Consideration should be given to 
placing this program on the same 
basis as that now provided for sub- 
sidies for urban redevelopment—an 
outright federal grant representing 
two-thirds of the total required ex- 
penditure, to be paralleled with a lo- 
cal payment of the other one-third.” 
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Even Greater U. S. 


Can anyone doubt it if 

he takes a careful look 

at what we have achieved 
as a nation so far? 

W hy, then, do so many 
Americans have such a 
psycho pathic fear of 
depression when in the 
past 153 years we've had 

so many? Why do so man) 
insist that the government must 
prevent even the slightest 
recession? Forgetting the 
fears and the guesses, 

the hard cold fact is that 
we have the potentials 

for good times far beyond 


anything yet seen 
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N THESE turbulent times any ap- 
{ praisal of the shape of things to 
come must make allowance for an 
unusually wide margin of error. Tech- 
nological progress, a resurgence in 
population growth, the redistribution 
of income into a huge new middle 
class market, an assortment of auto- 
matic props and the clear determina- 
tion of the Administration to adopt 
highly stimulative policies provide a 
formidable set of influences tending 
to hold our economy at or near the 
lofty levels recently attained. Business 
has been so good for so long, the price 
structure is so “souped” up with infla- 
tion, our economy has become so de- 
pendent on an assortment of pegs, 
supports and _ subsidies, defense 
program has kept our production at 
“forced draft” for so long, and both 
debt and inventories have increased 
so sharply that we dare not disregard 
the possibility that a conjuncture of 
unfavorable developments might tum- 
ble us into a slump. Under the cir- 
cumstances it is not surprising that 
there is a good deal of disagreement 
observers as to the 


our 


among business 
outlook. 

It is important that allowance be 
made in any appraisal of the outlook 
for the fact that in the past 12 months 
we have witnessed several deeply 
significant and highly favorable de- 
velopments. 

First, of course, is the evidence of 
serious weakness behind the Iron Cur- 
tain. Communism is supposed to be 
a depression-proof Utopia. But the 
area within the Communist orbit is in 
the midst of an economic depression, 
a political upheaval and a social revo- 
lution which pushes the danger of all- 
out war still further into the future 
and brings much closer the time when 
the defense drain on our economy 
can be reduced. 

Second is the businesslike and states- 
manlike efforts of the new Adminis- 
tration to carve out a new economic 
program providing for the substitu- 
tion of confidence for inflation as the 


chief stimulative factor in our econ- 
omy, the preparation of a new anti- 
depression program depending on the 
stimuli of tax reduction and sound 
money instead of just “full employ- 
ment through full inflation,” and a 
new dedication of our government to 
the creation of a climate for free en- 
terprise which will insure the full use 
of our new technology in expanding 
our productivity and our production. 

Third is the resurgence 
servatism in many countries. Several 
countries have thrown off their radi- 
cal or labor governments. A number 
of others have reduced taxes, aban- 
doned the straitjacket controls so dear 
to Socialism and moved firmly in the 
direction of sound money. 

Fourth, a sort of rolling readjust- 
ment has removed some potentially 
dangerous sources of imbalance with- 
out a general contraction in business 
volume. The money markets have 
shaken off the artificialities of the long 
period of arbitrarily enforced cheap 
money. Agricultural prices have de- 
clined in the face of increasing sup- 
plies. The post-Korean inflation in a 
number of the individual commodity 
prices has been eliminated. In several 
industries retrenchment has been the 
order of the day. 

Fifth, the nation has in the past 
year made a most impressive exhibi- 
tion of economic power. Our business 
has produced and sold more goods— 
in dollar as well as in physical terms 

—to civilian consumers than ever be- 
fore. It has lifted its productive efh- 
ciency to still another new high. It 
has put in place more new capacity 
than in any 12 months’ period in the 
nation’s history. It has produced a 
vast quantity of goods for foreign aid. 
It has produced more military wea- 
pons by far than in any prior peace- 
time year. And it is of the highest 
significance that in doing all of these 
things simultaneously our economy 
has made a truly spectacular record 
of productive accomplishment. 


These are very favorable develop- 


of con- 


Prosperity Is Ahead 


ments. But we know from experience 
that there is an ever-present danget 
of a setback after the longest and in 
some respects the most pronounced 
boom in our history. No matter how 
strong the situation may seem to be, 
no matter how many distinguished 
citizens hasten to reassure us that all 
is well with not a cloud in the sky, 
no matter how determined our gov- 
ernment is to prevent a slump, it is 
just good common sense to take noth- 
ing for granted and to consider what 
could happen if history were to repeat 
itself. 

Under the circumstances prudence 
dictates that everyone — individuals, 
business, associations and the govern- 
ment—do a bit of post-boom plan- 
ning. Future events may, to be sure, 
make such planning unnecessary. If 
enough did a very realistic job -of 
post-boom planning it might spare the 
nation from any setback at all. In 
any event, such planning might en- 
able us to avoid having to run for 
the storm cellar if the economic 
weather were to turn against us and, 
furthermore show us how we can pro- 
ductively use any setback in business 
to step up the development of new 
markets, to increase investment in 
more efficient equipment, to develop 
new capacity and to strengthen our 
organizations. 

But whatever concern one may feel 
with respect to the short-term out- 
look, there is no reason to doubt that 
the long-range future of the U. S. 
is to be one of really spectacular ex- 
pansion and progress. Statistical sup- 
port for an unqualifiedly optimistic 
view of our long-range future is pro- 
vided by two charts reproduced on the 
two following pages. 

If the population projections shown 
in the second chart were to make full 
allowance not only for the progress 
already made in the reduction of in- 
fant mortality and the lengthening in 
the span of life but also for the ulti- 
mate effects of widespread applica- 
tion of recent and prospective ad- 


By MURRAY SHIELDS 





Economist and Vice President 
Bank of the Manhattan Company 
New 


vances in medical techniques, the 
gains recorded in population would 
be considerably larger than those ob- 
tained by a simple extension of the 
long-term trends of the past. 

It is in the area of productivity that 
really spectacular progress can be 
realized. The gains registered in pro- 
duction per capita could easily turn 
out to be impressively larger in the 
future than they have been in the 
past because of improved medical 
technology, which should reduce the 
number of days lost because of illness 
and because full use of the improve- 
ments now clearly in view in agricul- 
tural, industrial and metallurgical 
technology are capable of raising the 
rate of increase in the output per 
capita substantially. 

We have incubating in our labora- 
tories, which are now so liberally fi- 
nanced by business and government 
and so well staffed with the best 
trained and the most practically 
imaginative scientists im the world, a 
host of new industries and an in- 
credibly long list of new ways of pro- 
ducing more cheaply so that costs 
can be reduced and our markets can 
be widened. 

We are but at the beginning of a 
new age of technological miracles and 
I am convinced after 25 years of 
study of these matters that the really 
great phase of the technological rev- 
olution lies ahead of—not behind— 
us. 

Therefore, my personal estimate 
shown in the upper broken lines of the 





York 





chart—of the potentials for 1977 is 
that we could easily have a popula- 
tion of 230 millions, producing goods 
and services valued in 1952 dollars of 
$3,300 per capita so that the total 
value of the nation’s production 
would, again in 1952 dollars, be more 
than three-quarters of a trillion dol- 
lars. 

These charts raise three important 
questions: 
»> Why should so many of our peo- 
ple have such a psychopathic fear of 
depression when in the past 153 years 
we have had so many of them and 
yet made such great progress? 
>> Why should so many people de- 
mand that the government twist and 
contort all of its policies to the pre- 
vention of even the slightest recession 
in business when the far more impor- 
tant objective should be to create a 
climate which will insure a rapid and 
substantial growth of the economy 
over the years and decades ahead? or 


>> Why, with the technological po- 
tential so impressively high should we 
take the slightest risk of economic 
stagnation in an attempt to attain 
economic stability? 

With such potentialities for spec- 
tacularly rapid growth and expan- 
sion it is encouraging in the extreme 
that the present Administration is now 
charting a wholly new blueprint for a 
depression-proof and rapidly ex pand- 
ing economy likely to involve the 
following: 
>> The return to reassuringly sound 
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money, reduced government expendi- 


tures and firmly balanced budgets, 


which are conducive not only to eco- 


nomic stability but to rapid growth. 


>> The abandonment of the 
popular for so long that the way to 


notion 


prevent depressions is to increase gov- 
ernment expenditures lavishly and the 
adoption of a program providing for 
the application of the most powerful 
anti-de- 
tax re- 
duction, the 
spending power of the people and of 
effectively and 
through a 


stimulant in our arsenal of 


pression techniques, namely, 


which will increase 


business far more 
possible 


deficiteering. 


safely than is 
dangerous dose of 


>> The 


ernment 


abandonment of these 
interventions 


gov- 
controls and 


which are onerous to enterprise and 


prevent the price system from acting 


as a stabilizing agent; and 
>> The insistence that all segments 
of our economy—labor, agricuiture, 


business and finance—adopt policies, 
fostering investment and in- 
creasing efficiency will insure that the 
nation’s rate growth will be 


nothing less than the maximum which 


which by 
of future 
technology will support. 


Che 


clouded 


situation is so be- 
uncertainty 
long-term strengths as 


present 
with 
and so full of 


short-term 


to make it unwise to indulge in what 
has now become a favorite indoor 
sport—namely, predicting whether this 
or that index of business activity will 
rise or decline by some precise per- 
centage in such and such a period. 
Rather the situation calls for the 


preparation of a list of general, rather 
than specific, guides for business plan- 
ning, which will provide an appropri- 
ate frame-work within which we can 
set polic ies which will help us to avoid 
the pitfalls and to take 


the opportunities in the turbulent and 


advantage of 


uncertain times ahead 


I am convinced that we will do 


well to base our planning, program- 


ming and budgeting on the following 
general 
>> While 
sion-prool economy, 
that 
that we could 
1929.” After 


no government, 


assumptions : 


we do not have a depres- 
there is no reason 


to assume there is any prospect 


experience “another 
a long inflationary boom 
well-inten- 
that 
His- 


however 


tioned, can provide assurance 
any country is depression-proof. 


Next page, column 3 
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IS THE PICTURE OF 
1799. Ours has 
been an economy of booms and busts. 


We have experienced alternating pe- 


THIS 


our economy since 


riods of prosperity and depression with 


quite a large number of speculative 


booms always followed by big depres- 


sions, an assortment of financial panics 


and quite a large number of “little” 
booms and “little” depressions. Ours 
has been an economy of instability 


rugged and merciless to those who are 
veak or have 

Furthermore, economy has, as 
the middle section of the chart shows, 
a number of minor 
and a few spectacular inflations al- 
ways followed in the past by drastic 


become overextended. 


our 


been marked by 
































and discouraging deflations. Price sta- 


bility has not been our lot. 

But the overwhelmingly important 
fact is that, despite the booms and 
busts, the inflations anc deflations, 
our economy has rolled up for the 
period as a whole a splendid record 
of progress and achievement. It has 
produced more goods and services 
and provided a more rapid rise in 
our standard of living than has been 
the case in any other country in the 
world. Despite the instability and 
fluctuations from month to month and 
year to year ours has been a land of 
opportunity for the courageous, the 
farsighted and the well-managed busi- 
nesses of the courtry. 
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the Rate of Gain is no Larger 
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statistical objectives which it should be 
our constant concern realize. It 
shows the upward sweep during the 
past 50 years in our population, in our 
production per capita and in our total 
Here how, de- 
depressions, political 
benefited 
from the leverage of rising population 
and increasing productivity. 


to 


production. we 
inflations, 


and wars we 


see 
spite 


changes have 


been drawn through 
the record of the past and have been 
extended through the next 
century. Such trend projections show 
that if our growth in population and 
our progress in increasing productivity 
to be rapid in the fu- 


Trends have 


quarter 


were no more 








past our population in 1977 would be 
220 millions, our production per cap- 
ita would rise from $2,100 per capita 
to $2,900, and the value of total pro- 
duction would show a rise from $346 
billion in 1952 to around $625 billion 
in 1977. These gains are 
but it must be emphasized that the 
trend projections assume that our rate 
progress and growth will be no 
greater in the future than in the past. 


impressive 


of 


I am convinced, on the other hand, 
that the expansion technological 
research into a predictably productive 
process calls for the lifting 


of 


of our 


sights far above the projections based 
merely on the trends of the past. 
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tory, economic theory, common sense 
and the facts of our economic life all 
argue persuasively that it simply can- 
not be done. Nevertheless, our new 
Administration is preparing its de- 
fenses against depression so carefully 
and it is reorganizing government 
economic policies so skillfully as to 
justify confidence that we will, in fact, 
be able to prevent any economic re- 
adjustment from deteriorating into a 
long and disastrous major depression. 


The Nature of Slumps 


>> “Little” depressions result from 
the need for a pause in purchasing 
and/or a pause in capital expendi- 
tures to offset overexpansion of busi- 
ness or consumers’ inventories and to 
permit the country to grow up to 
overexpanded production capacity and 
residential facilities. Such depressions 


never are very long or deep. “Big” 
depressions are, on the other hand, 
primarily financial in origin. They 


come when debts are so high, financial 
positions so extended and financial in- 
stitutions so exposed that a “little” 
corrective depression is converted into 
a deflationary struggle for liquidity. 
That is why the recent rise in debt is 
a matter for concern. Nevertheless, 
the financial position of most bor- 
rowers and lenders is so much stronger 
today than it has been just prior to 
the “big” depressions of the past as 
) justify confidence that if a correc- 
tive depression were to come it need 
into a deflationary 


not degenerate 


bust. 


Growth Is Certain 


>> With our defense program as large 
as it is, the short-term fluctuations in 
our economy may well be determined 
primarily by international develop- 
ments and their effect on government 
expenditures. Another serious war 
scare could be temporarily inflation- 
ary. A greatly improved international 
situation would in all probability be 
deflationary from the _ short-range 
point of view. However, long- 
range outlook clearly is for a period 
of great growth and expansion no 
matter what happens in the interna- 
tional sphere. 


our 


>> The overwhelmingly important 
fact is that the United States is still a 


9 












growth country with many important Help Make 


new industries and several large areas 
sure to expand at a spectacularly 
rapid rate for many years ahead. And 1954. Dollars 
with population rising sharply and 


productivity spurting upward as a Bu More 
result of technological progress, the y 


long-term trend in production can 
B ildi 





easily be more sharply upward in the 
future than it has been in the past. 
It is, therefore, of the greatest impor- 
tance that the No. | plank in the 
Administration’s anti-depression plat- 
form will be to create an environment 
in which the growth potential in our 


{ 
ee 


Encourage the growing 


SWING TO PREFABRICATION! 


IN THE PRESENT home building market, builder, buyer and 
investor are in complete agreement on how to make building 
dollars buy more building. 

Prefabrication is the answer. Year after year prefabricated 
home construction continues to outgain other home building. 
The reason is simply that everybody concerned benefits from 
prefabrication’s modern methods . . . from precision-engineered 
quality homes that are as attractive as investments as they 
are to look at and live in. 








dynamic economy will over the long 
range be fully realized. 






Times Better If— 







>> Our business would be much more 
prosperous and our people would have 
a much higher standard of living with 
government expenditures and, there- 
fore, taxes—at $30 or even $20 billion 







































. Housing Pretabricated 
per annum than would be the case Encourage the shift to pre- Starts Homes 
if government expenditures remained fabricated home building—as a 000) (00) 
in the vicinity of $75 billion. Some service to builder and buyer as 1500 ” 

ut eee rs. well as to yourself. Your equity 
readjustments would be inevitable is worth more when it’s ina home 399 \ ss0 
during the process of deflating the that takes advantage of the econ- ‘ 

. 2 4 ‘\ 
government’s role in the economy but omy, quality and efficiency of 1100 ‘ 2] s00 
: rea prefabrication. sre 
in the long run the effect could not y Ne 
help but be highly stimulative. 

900 300 











Total Starts --- 
Prefabrication —— 
700 - 4 + 200 


1948 1949 1950 1951 1952 


5 yeor graph showing Prefabrication's 
sharper rote of growth as compored 
with total non-farm home construction. 












>> The basic strengths in our econ- 
omy are private rather than govern- 
mental in origin. Our banks are 










strong not so much because of govern- 






ment insurance of deposits as because 
of the quality of bank assets and the 
soundness of bank management. Our 
industry is strong not because the gov- 
ernment is such a good customer but 
because of the capacity, character and 
conservatism of business management 
and the demonstrated ability of pri- 
vate business to develop new markets 
for new goods with ever increasing 
efficiency. 


>> Our greatest resources are initia- 
tive, know-how and business system 
which provides the inducement of 
profits and the compulsion of compe- 
tition to make full use of our poten- | 
tialities for increasing the standard of 
living of the people. With such re- 
sources there need be no fear that 






If you build, sell or finance homes you need PF, 
the new official monthly journal of PHMI. Subscribe 
now, $3.00 a year. 


rective depression will more than tem- PREFABRICATED HOME 


porarily interrupt the long sweep of MANUFACTURERS’ INSTITUTE 
our economic expansion. 942 20th St.N.W. WASHINGTON, D.C. 


shortages of anything physical can 
impair our progress or that any cor- 
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BRITISH 
HOME 
UILDING 


COME 
BACK 


By MORTON BODFISH 


Prominent American savings 

and loan authority and 

president, International Union 

of Building Societies 

and Savings and Loan Associations 


we've been setting 


W hile 





home building records in 


recent years, British housing has also been recovering 


fast. 


What’s of special interest in this report is the de- 


scription of how mortgage financing is done there, who 


makes the loans and on 


what basis. 


Many will be 


surprised to learn how British mortgage methods and 
thinking very closely parallel those we know in this country. 





VER since British Prime Minister 

Lloyd George’s single tax budget 
just prior to World War I and the 
“Homes for Heroes” campaign and 
program following World War II, 
Americans have followed with consid- 
erable interest British home building 
and home financing activities. The 
development of municipal ownership, 
the varying uses of subsidy and the 
strong move toward the socialistic 
program of government ownership 


Labor Government have 
made for special interest and are 
possibly significant as we try to main- 
tain a policy in the United States that 
will steadily improve quality housing 


the 


under 


accommodations and make home 
ownership more widespread. 

The resumption of house building 
following World War II in Britain 
has gone long enough to have some 
clear facts and trends. 

From April, 1947, to June 30, 1953, 
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1,401,585 permanent houses had been 
built in Great Britain (England, 
Wales and Scotland). Starting in 1945 
with 1,936 houses built for rent by 
local authorities and 1,078 built for 
ownership by private enterprise, the 
British housing program got off to a 
start in difficult conditions fol- 
lowing the second World War. By 
1948, 175,245 had been erected by 
local authorities, housing associations 
and government departments for rent 
and 31,210 by private builders for 
ownership. Of the latter, 12,328 were 
war-destroyed houses that had been 
rebuilt with aid from the War Dam- 
age Commission. 

In 1949, houses erected 
war-damaged rebuilt 
236,866. During 1950 this improved 
to 260,309, those built for rent being 
179,120 of the total. 

During this period between Decem- 
ber 1945 1950. local 
authorities, associations and 


slow 


new and 


houses totaled 


and December 
housing 
government departments in Scotland 
built or rebuilt for rent 90,897 houses, 


whereas in England and Wales in the 


same period 577,864 houses were 
erected by the same authorities. Simi- 
larly, 6,319 houses built for 
ownership in Scotland by private 
builders and only 152,759 in England 
and Wales. 

The Conservative Government, at 
its Annual Conference in 1951, when 
the Socialist Government was still in 
office, set a target of 300,000 houses 
to be built annually in Great Britain. 
It seems as if this figure was ex- 


were 


ceeded in 1953. 

first six months of 1953, 
145,304 permanent houses were 
erected in England, Scotland and 
Wales, an increase of 34,340 houses 
over the first six months of 1952. This 
is a rise of nearly 31 per cent and the 
com- 


In the 


maintenance of such 
pared with the rest of 1952 would 
give a total for last around 
314,000 houses, well above the gov- 


progress 
year of 


ernment’s target. 
These figures giving details of houses 
of all classes under construction show 


how the momentum of the housing 


drive is carrying the program for- 
ward. 

Average time for building a house 
is now ten months, and recently the 
Secretary to the Ministry of Hous- 
ing and Local Government, said that 
the program was running at the rate 
of 300,000 houses a year. The govern- 
ment’s intention is to level off at this 
figure and not attain 375,000 houses a 
year, which was possible. 

The prime reason behind the resur- 
gence in British home building is the 
change in government attitude toward 
home construction. There is still not 
much comparison between the atmos- 
phere and circumstances under which 
the American building industry oper- 
ates and the conditions faced by Brit- 
ish builders. Nevertheless, the Con- 
servative Government has made a 
good start toward giving private ini- 
tiative a chance. 

On January 1, 1953 the position 
regarding private building was greatly 
eased when restrictions on the issue 
of licenses to those who wished to 


build their own homes was consid- 





to someone. 


no place for “routine service” in title transactions. 





No Place for 
ROUTINE SERVICE 


es 


ry. 

THE growth and stability achieved by American Title and Insurance 
Company are traceable in large measure to our conviction that there is 
We treat each 


assignment as an individual case, invariably of surpassing importance 


WE especially welcome title insurance inquiries from mortgage bankers. 


life insurance companies, builders and lawyers. 






HOME OFFICE @ MIAMI, FLORIDA 
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Title Insurance in: 
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Wisconsin 
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erably relaxed. Now it is possible for 
a Briton to ask for a license to build 
a house of not more than 1,000 sq. ft. 
anywhere in the British Isles, and the 
local authorities concerned must issuc 
it subject to planning by-laws. 

How different this is from the state 
of affairs in 1952 when people able 
to pay a builder to put up a house 
could not do so until their application 
for license had been approved by the 
local authority, which in any case 
was restricted by the small number of 
licenses it was allowed to issue. With 
regard to larger houses between 1,000 
and 1,500 sq. ft. application for li- 
censes must be still made and are 
considered on their merits and the 
order in which they have been re- 
ceived. 





Even though the granting of licenses 
is liberal, the control, once having British and American ideas of what must go into a house can differ widely 
been established, means that even y+ q good deal of recent British construction has a striking similarity to what 
under the Conservative Government, we have built in this country. Above, a sample of what the British call rural 
° conse to build - house under hacer housing, several of more than 200 houses in Bath. Constructed along tradi- 
yl se a eee Se ee tional lines in Bath stone, these dwellings emphasize the open front lawn and 
table tendency to put the accent on a é ai sonll 3 : 
very small house with the inevitable flower beds so dear to British hearts. A fact many mortgage men will immedi- 
sameness in appearance and layout. ately recall about British housing is the difficult procedure to get a license to 

In addition to changes in govern- build. That’s been considerably liberalized now. Another striking present day 


ment policy, British building has been fact: the similarity of lenders’ thinking about loan ratios here and in England. 
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Servicing $60,000,000 of Detroit Mortgages 
for 300 Investors 


We have a background of 15 years’ experience . . . a record of servicing 
some of the nation’s leading banks, insurance companies and fraternal 
organizations . . . lowest delinquency rate among the five largest volume 
mortgage firms in Michigan who service loans for a common principal . . . 
| and we are in a position to serve your mortgage investment requirements 








from $10,000 to $1,000,000. 


We Invite Your Investment Consideration 
of Metropolitan Detroit Mortgages 


FIRST MORTGAGE CORPORATION 7, . 

















Phone 
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Detroit 26, Michigan 





F.H.A. Approved Mortgagee 
SSS —=—————SSSSS}!) = 























THE MORTGAGE BANKER « Februory 1954 13 











British idea of apartment house con- 
some flats in London 
accent is on a balcony so 


struction. Above, 
where the 
every flat to get maximum sunshine. 
Below, some British public housing in 
London built by the County Council 
but now privately owned. 


aided by a broad and flexible mort- 
gage lending system, which is worthy 
of note to American lending and 
financial institutions. 


One method of making a mortgage 
in Britain is through a building so- 
ciety (counterpart of our savings and 
loan associations and co-operative 
banks The will 
grant advances to purchasers of suit- 
able property acquired for private 
ownership up to 80 per cent of the 


societies usually 


purchase price, or of the society’s val- 
uation, whichever is the lower. 

Usually the society’s valuation is 
the lower, as at the present time they 
are valuing all existing properties on 
a very conservative basis. More gen- 
erous terms are offered on a new 
house than on one of older construc- 
tion, as is only to be expected. 


The amount, however, which any 
building society will advance upon the 
security of any property is determined 
by the facts of the individual case and 
the society’s rules and general policies. 
A full advance of 80 per cent can 
normally be obtained upon a newly- 
built house, but here again it must be 
remembered that the society’s valua- 
tion is not necessarily as high as th~ 
controlled selling price. 

Some societies are prepared to ad- 
vance up to 85 per cent of the value 
if the controlled selling price does not 
exceed 2,500 pounds. Most societies 
would be prepared to make an even 
larger advance if the borrower would 
provide some acceptable security 
known as a collateral security in addi- 
tion to the mortgage deeds of the 
house itself. For those who do not 
possess, for example, Stock Exchange 
securities, or unencumbered life poli- 
cies with surrender values, arrange- 
ments may be made for a guarantee 
policy to be issued by an approved 
insurance company. This is usually 
issued on payment of a small single 
premium, which may or may not be 


added to the basic advance and re- 
payable therewith. This system per- 
mits a maximum advance of 90 per 
cent of the valuation at the lower 
price levels or 85 per cent at the 
higher price levels. 


Repayment Plans 


Payment by the borrower is by equal 
monthly installments consisting partly 
of capital and partly of interest on the 
balance of mortgage debt outstanding. 
The total amount payable over a pe- 
riod covers the original advance, to- 
gether with the total interest charged 
year by year. Most of the well-known 
societies allow the borrower a choice 
as to what period he will take in re- 
paying the whole sum but the maxi- 
mum term permitted is usually 20 
years. 

Legal costs and survey or appraisal 
fees are borne by the borrower. 

Thus building society lending is 
comparable to savings and loan lend- 
ing in this country, that is, 75 per 
cent to 80 per cent of value but with 
the important exception that they will 
go to 90 per cent with additional col- 
lateral in the form of securities or 
unencumbered life insurance policies. 

As for life insurance companies, a 
loan can be arranged directly. Ad- 
vances of 80 per cent of the surveyor’s 

appraiser in the U. S. A.) valuation 
(or purchase price if this is lower) are 
usual, though some companies have a 
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normal limit of 75 per cent, but the 
valuations are usually somewhat lower 
than those of a building society. 

An insurance company mortgage is 
usually combined with an endowment 
policy on the life of the borrower. The 
borrower has to satisfy the company 
that his circumstances allow regular 
payment of premiums, interest on 
loan, and other outgoings in connec- 
tion with the property. 

Repayments take the form of the 
insurance premiums, usually paid 
monthly, and a sum, also paid 
monthly, representing interest on the 
full loan, which is not reduced year 
by year. At maturity or earlier death, 
the sum assured is applied in repay- 
ment of the loan, which is, of course, 
of considerable benefit to the bor- 
rower’s dependents. 

If it so happens that the borrower 
has already taken out an endowment 
policy some years ago, he is likely to 
secure a somewhat larger advance 
than would otherwise be the case. 

An advantageous point in respect 





‘Tie widest 
title insurance 
coverage in 


California 


of these mortgages is the tax relief on 
both interest and premiums. These 
vary with the standard rate of tax, 
and the taxable income of the bor- 
rower, so that each applicant must 
obtain a quotation applicable to his 
own circumstances. But tax relief in 
respect of the greater amount of in- 
terest, combined with premium relief, 
is such that it has been shown that 
up to the age of 35 (granted certain 
assumptions as to liability to tax) it is 
cheaper to buy a house by the in- 
surance method than by means of re- 
payment of capital and interest com- 
bined. As life cover is thus provided 
virtually without payment, such an 
arrangement is receiving more and 
more consideration. 

Insurance company lending goes to 
75 and 80 per cent without the props 
of government guarantees and with- 
out the accent on amortization that 
we have developed in the United 
States. It is significant that upon the 
death of an insurance company bor- 


rower, the estate has a debt-free 


OFFICES IN 


SANTA ANA 





home, an objective that we have at- 
tained in only the minority of cases 
and only then under a rather cumber- 
some procedure. 

Loans on house purchas2 for owner- 
occupation are also granted by banks. 
This depends very much on the bor- 
rower’s standing with the bank, and 
any such applications are usually 
considered on their banking merits. 

It is, however, only in special cir- 
cumstances that banks are now pre- 
pared to advance loans for home pur- 
chase. That is because of the. fact 
that credit is tighter and more expen- 
sive than it was. 

Mortgage advances are also granted 
by local authorities in Britain. As 
with other lenders, conditions will un- 
doubtedly vary as between different 
Councils, and there may be require- 
ments not usual with other borrowing 
channels. 

The increase in the statutory limit 
for loans which may be granted by 
these authorities under the Small 
Dwellings Acquisition Acts has 
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brought many more purchasers within 
the scope of this type of lending. Ex- 
amples of the conditions imposed by 
a typical local authority are: 

>> The house must be situated in the 
Borough Area. 

>> It must be freehold, or leasehold 
with 60 years unexpired at the date 
The normal proviso for 
leasehold property, by other lenders, 
the end of 


of loan. 


is 30 years unexpired at 
the loan. 
>> Maximum market value 


cil’s or authority estimate 


Coun- 
5.000 
pounds. 

>> Maximum proportion of loan to 
market value 90 per cent. 

>> The house must be purchased for 
owner-occupation. 

>? A borrowe1 
than one such loan at the same time. 
>> There is usually 


riod of residence stipulated. 


may not have more 


a minimum pe- 


tend to be 
other 


Usually interest rates 


lower than those charged by 
borrowers, and repayments are made 
the and 


capital combined” method being the 


by similar means, “interest 
most economical. 

Mortgages are also arranged from 
private which usually 
trust funds in hands of solicitors. Such 


sources are 
mortgages are standing loans for a 
given term, and the rate of interest 
than with other types of 
and now 
per cent to 52 per cent. Private mort- 


is higher 
mortgages, range from 5 
gages are also obtained through mort- 
gage brokers 

Most mortgage applications until 
1953 have been on houses already ex- 
isting, but there is now an increasing 
demand for advances on 
new houses, since the recent speed-up 


mortgage 


of private enterprise housing in Brit- 
ain. 

Mortgage advances on new proper- 
ties are negotiable on the basis of a 
sight of copies of plans and specifi- 
cations; a loan is offered conditional 
upon satisfactory completion of the 
work in accordance therewith; hence 
the contract between the new owne1 
the the 
same conditions. There can be no de- 
parture therefrom without the prio! 
the 
otherwise the new owner may be liable 


and builder must embrace 


consent of building society, or 
to the builder, while the society could 
at the same time be within its rights 


in withdrawing proffered loans. In 





Britain’s population is aging just as is our own and it has created special prob- 
lems just as we are beginning to find out. Top, a general view of Keyes Close, 
a housing settlement of 34 cottages built for elderly people in Middlesex. 


Center, portico to road. 


Below, view of angle block. 


Each cottage consists 


of an entrance lobby, living room with curtained-off bedroom recess, small, 


fully equipped kitchen, and a bathroom. 


Lawns and flowerbeds cover the 


center quadrangle on which the cottages face, and small gardens at the back 
will be cultivated by the tenants. This is one of a number of schemes in Britain 
for housing elderly people and a part of Britain’s major task of replacing 4 
million homes destroyed or damaged during the war. 


the first instance, the buyer usually has 
to find the whole cost of the land from 
his own resources, as most lenders are 
unwilling to make any advance on the 
security of the land alone. Some lend- 
ers will, however, advance one-third 
or one-half of land cost, providing the 
borrower has a building license and 
is ready to proceed with construction 
forthwith; but this is frequently diffi- 
cult to achieve unless the property is 
planned in advance, is suitable for the 
site, and the Council procedure is 
completed for license purposes before 
completion date for purchase of the 
land. 
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Valuations in Britain are less gen- 
erous, proportions of loan to valua- 
tion are smaller, and interest rates are 
higher than a year or two ago. 

It seems that the whole question of 
ownership, private versus public, is 
still very much in flux and that the 
financing of private house building 
and home ownership is done pretty 
substantially by the specialized sav- 
ings institutions and that interest rates 
and percentages of loans to appraised 
value are following the same general 
trend as in the United States, that is, 
there seems to be more conservatism 
and higher rates. 


Our Destrs ArE Hicu 


But Wr’RE PAYING 


HE American people are paying 

their bills, keeping their obliga- 
tions current and that goes for mort- 
gages too—as the MBA delinquency 
survey is showing each quarter. But 
they’re also carrying a heavy debt bur- 
den. It now takes about one dollar 
out of every eight of total personal 
spendable income after taxes to take 
care of interest and amortization pay- 
ments on home mortgage and install- 
ment debt. This ratio is about 15 per 
cent greater than the proportion of 
personal interest and amortization 
payments to aggregate individual 
spendable income in 1939. It is more 
than double the proportion in 1946, 
but personal debt then was at an un- 
usually low level. 

Despite this draft on income, the 
evidence shows that consumers by and 
large have been meeting their obliga- 
tions in an exemplary manner. It is 
natural, of course, to expect this in 
a period when incomes in general 
have been at record levels and jobs 
more plentiful than ever. Further- 
more, personal savings in life insur- 
ance and other mediums of thrift 
have been unusually high as well. 

In actual fact, the portion of in- 
come committed in advance is con- 
siderably greater for a large number 
of individuals than the above figures 
indicate. Information obtained by the 
Federal Reserve Board shows that 
less than half of all consumer units 
are free of debt and, furthermore, 
that debt tends to be concentrated in 
certain income and age groups. Con- 
sumers also have other fixed obliga- 
tions in the form of rents, fire in- 
surance and State and local taxes. 
In addition, some personal saving like 
life insurance is on a _ contractual 
basis. As a result, personal fixed 
charges were estimated to represent 
just under a quarter of spendable in- 
come in 1952. 

Total interest and amortization pay- 


ments on loans on homes and durable 
goods came to an estimated $30 bil- 
lion in 1952, the equivalent of 12.8 
per cent of aggregate personal spend- 
able income for the year. These fig- 
ures compare with combined interest 
and amortization payments of $9.7 
billion in 1946, or 6.1 per cent of 
total personal spendable income in 
that year, and with $7.8 billion and 
11.1 per cent, respectively, in 1939. 

It is significant to note that by far 
the greater part of debt service con- 
sists of repayment through amortiza- 
tion, which means that ownership or 
equities, as the case may be, are being 
steadily increased. Interest payments 
represent only a minor proportion of 
personal debt service, and last year 
came to about $4% 5illion or less 
than 15 per cent of the total. 


The bulk of amortization is found: 


in the installment debt field, reflecting 
the fact that this type of borrowing 
is on a short-term basis. Amortiza- 
tion of installment loans was placed 
at $22% billion in 1952, or three- 
quarters of all personal debt service. 
The estimated amortization figure on 
home mortgages in 1952 was about 
$34 billion. In both cases, repay- 
ments have been lower than new 
loans, and the outstanding totals have 
therefore been rising. The rate of in- 
crease, however, has been slowing 
down. 





Personal Fixed Charges 


The following table, based on estimates 
derived from Government data, gives an 
indication of the trend of consumers’ pay- 
ments (in billions of dollars) for servicing 
personal borrowing on home mortgages and 
installment debt in recent years: 


1939 1946 1952 

Total debt service..... $7.8 $9.7 $30.1 

Interest earhac cae 1.6 4.3 

Amortization sass oe 8.1 25.8 
Ratio of debt service to 
disposable income 

, jeepers . ea 6.1 12.8 
Ratio of interest pay- 
ments to disposable 


income (%) ...... 2.0 1.0 18 











An interesting picture of a typical 
borrower is provided by the Federal 
Reserve Board in its Survey of Con- 
sumer Finances. More often than not 
he is young—under 45. He is married 
and has a family. He is in the middle 
and higher income brackets, from 
$3,000 a year and up; and because 
of comparative youth, he has rela- 
tively small reserves of liquid assets. 

The pressure of family needs com- 
bined with youthful optimism and the 
natural desire for a higher standard 
of living are thus found to be the big 
motivating influences for going into 
debt. The survey finds that around 
three-quarters of the married couples 
with children are in debt as con- 
trasted with less than half the mar- 
ried couples without children. As to 
the age factor, the figures show that 
spending units in which the family 
head is under 45, though representing 
only about half the population, have 
been buying around 70 per cent of 
the homes and about 60 per cent of 
the new automobiles, furniture and 
major household appliances as well as 
nearly 75 per cent of the used cars. 


>> MONEY TO GROW ON: More 
than $7,000,000,000 of life insurance 
funds: have been invested in the 
Southwest and Pacific Coast States 
since the end of World War II, aid- 
ing the industrial expansion in those 
areas, the Institute of Life Insurance 
says. 

This is shown in an analysis made 
by the Life Insurance Association of 
America of the investment distribu- 
tion at the start of last year among 
companies representing 88 per cent of 
all life insurance assets. 

The life insurance investments in 
the West South Central and Pacific 
States showed the greatest rate of 
gain in this seven year period. The 
rise in such investments in the Pacific 
States, comprising Washington, Ore- 
gon and California, was 116 per cent; 
in the West South Central States, 
comprising Arkansas, Louisiana, Ok- 
lahoma and Texas, it was 113 per 
cent. Total life insurance investments 
of the U. S. life companies included 
in the survey rose 58 per cent. 

At the start of last year, these com- 
panies had $6,700,000,000 invested in 
the Pacific States, a rise of $3,600,- 
000,000 since 1945. 
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Continued Expansion Sure 


for the Prefab House 


EGARDLESS of whether the 

home building forecasts for 1954 
turn out as the prognosticators are 
predicting at this time of year, one 
segment of it is sure to turn in another 
performance on the upside. Whether 
starts reach for another million mark 
or are off some, the prefabricated 
homes manufacturing industry is sure 
to run counter to any possible down- 
trend. 

Faced with a 
orders, leading manufacturers in this 
field have scheduled production in- 
creases for 1954 that will more than 
double present capacity of this ex- 


rising backlog ol 


is one of the new 195+ 
models of the P @ H Homes Diviston 
of Harnischfeger Corporation. The 
1100 square foot, four bedroom model 
(above right) will be built in flat roof, 
hip roof, and gable models. The “L” 
plan achieves large living, dining, and 
kitchen space through breaking out of 
the traditional 24 foot modular 
tangle of prefabrication. Flexibility in 
planning permits ortentation of the 
home with its picture window living 
room facing either front or rear of the 
lot. This 28x44 foot house will be fol- 
lowed by two and three bedroom mod- 
els in both basement and “all on on: 
floor” utility room model 


The ‘Pioneer 4 


Téc- 


Below left, the home offers a “fold- 
ing-door-wall room.” Open, the room 
becomes a wing of the living room. 
With the door-wall closed, the owne? 
has a den, TV room or fourth bed- 
room. 


Below right, the lady can change he» 
dining area to meet the occasion. A 
folding match-stick bamboo screen on 
a ceiling track can make the dining 
area part of living room, part of 
kitchen, or open to both. The prefab 
manufacturers are achieving great suc- 
cess with ingenious ideas such as these. 


panding industry.) FHA Commissioner 
Guy TI. O. Hollyday is so impressed 
that he thinks that within five to ten 
years we might even see 50 per cent 
of new housing prefabricated in fac- 
tories. 

Thus, the industry this year will 
take another important step in in- 
creasing its share of the total market 
from 6 per cent, the 1952 figure, to 10 
per cent in the next few years.' In 
1952 the prefabs turned out 57,000 
houses (conventional builders, slightly 
over one million). The 1953 total was 
somewhere around 60,000, compared 
with an estimated million of conven- 
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tional starts. 

One reason for the prefabs’ success 
is that they have pushed one stage 
further a trend that has been evident 
in housing for some time. As labor 
and material costs have climbed, 
economies have had to be found. After 
World War I the standardized 
“model” home was introduced. This 
quickly grabbed a good deal of the 
low-cost housing market from the 
custom builder. Since World War II, 
many have exploited the cost-saving 
techniques of component fabrication 
and assembly line construction meth- 
ods on the site. 








Left row of pictures shows two models of United States 


Steel Homes’ Coronado and the Catalina. These are 
examples of why more and more home buyers are turning 


to the prefab house. The Coronado sells in the $9,750 to 


$14,000 range and the Catalina sold for $13,200. They 


are three bedrooms with carport, outside storage, fire 
place, brick wainscoating combined with cedar shingles 
or the smooth plyaloy plywood surface and aluminum 
screen doors. 


Right row, three models of Modern Homes Corporation 


which have met with great acceptance. The top model 
is the Capri, 58 by 26’, three bedrooms and attached 
garage. This home will be shown nationally during April. 


The next is Modern’s Reliance 46’ by 26’, two bedrooms 
with attached garage and the third is the firm’s Windsor 
model, 62’ by 26’, three bedrooms and attached two car 
garage. 


It’s construction like this which explains the amazing suc- 
cess of the prefabricated home manufacturing industry. 


What the prefabs have succeeded 
in doing is transfering the assembly 
line into the factory, leaving the 
builder with only the job of preparing 
the site and erecting a completely 
prefabrieated dwelling. 

The economies effected by this de- 
velopment are what sell prefabs at a 
time when conventional builders are 
beginning to have difficulty in making 
sales. One great appeal of the fac- 
tory-made house, of course, is its low 


price. It falls somewhere in the $6,000- 
12,000 range, a bracket in which it is 
hard to find good conventional homes. 

The industry has cut costs in many 
ways. The manufacturers naturally 
save considerable on materials through 
buying in large quantities. For 
another, they make a standardized 
item. And a most important savings 
is in labor. It takes fewer men a 
shorter time to build and erect a pre- 
fab, and wage rates on the assembly 


line run as much as 50c to $1 an hour 
below those on the site. 

Some of the leaders in the industry 
are reporting phenomenal increases in 
production with no signs of any fall- 
ing off. 

National Homes reports business 
running about 50 per cent ahead of 
last year. For the year ended June 
30, National produced 12,738 units. 
For the year ending next June, esti- 
mated production is 37,500 units. 
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National Homes believes it has a 
big market with its new two-bedroom 
Cadet model for $5,500 and a four- 
bedroom Cadet for $6,100. “The only 
limit on Cadets we can sell is the 
number we can produce,” said James 
Price, president. New are 


planned in Georgia, Utah and Texas 


factories 


to further expand 
Houston builder plans 
1,000 four-bedroom Cadets as fast as 
he can get them. 

The New Albany, Indiana, plant of 
U. S. Steel Homes (formerly known 
as Gunnison Homes) is running at ca- 
pacity and turned out 6,500 to 7,000 
units in 1953, according to Gen. John 
J. O’Brien, president. With its 
Harrisburg, Pa. plant scheduled for 
completion soon, U. S. Steel’s out- 
put for 1954 10,000 or 
12,000 units. 

Sales of MHarnischfeger Corp.’s 
houses division, for the ended 
October 30, were 1,600 according to 
General Manager Edward R. Hwass. 
“We have the backlog of 
in our history. It looks as if 


erection of 


new 


will rise to 


yeal 


largest 
orders 
we will have to work overtime—six 
days a week—to keep up with our 
1954 demand,” he 

Modern Homes of Dearborn, Mich.., 
1952 production at about 
600 units and about 1,000 for 1953 
A new plant in lowa to produce a 


two-bedroom house priced at $8,000, 


said, 


reported 


including land is expected to account 
for a large increase in sales in 1954. 
Some of the big problems which 
faced the prefabs when they began 
their spectacular expansion aren’t as 
they were—but they’ re still 
blocks The 
fact remains that prefabs aren’t avail- 
able everywhere. Many big-city build- 


serious as 


stumbling nevertheless. 


production. A 


Homes Corporation. Above, 





Some of the products of one of the largest producers in the industry, National 
three views of its new Ranger house—the upper 


right is their new Monterey with carport and exterior storage area and is a 


rear living room home. 


One view of the National Homes’ Ranger shows 


garden court looking to the formal living room and combination kitchen and 


family room. 
This is the 
National’s sales have shown. 
ing codes continue to discriminate 
against this type of housing, and the 
high prices of metropolitan sites acts 
as a deterrent. 


But in other places factory-made 
housing is showing amazing progress. 
In Indiana, Ohio, Illinois, Michigan 
and Pennsylvania, its share of new 
home construction is very high, in 
amounting to as 


some communities 
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The other shows a view of the garden court from the kitchen. 
kind of home building that has proved immensely popular as 


much as 25 per cent of all. small 


homes business. 
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The Problem of Opening the 
Pension Funds to Mortgages 


Our industry has no more 
challenging opportunity than 
that of opening the pension 
fund field to mortgage 
investments. Here and there 
over the country these 

trusts have started to buy 
mortgages, as they can and 
should. But, generally, 

the field is still wide open 
for an effective job of 
salesmanship by us. Here the 
chairman of our Pension Fund 
Committee reports on the size 
and character of the 

problem and the line of 
attack being followed. 


By ROBERT E. GOLDSBY 
Chairman, MBA Pension 
Fund Committee 


President, Jersey Mortgage Company 
Elizabeth, N. J. 





Fe several years there has been 
an accelerating awareness on the 
part of mortgage bankers of the im- 
portance of interesting the principals 
and the managers of pension trusts in 
the investment in mortgages of a sub- 
stantial portion of the funds entrusted 
to them. 

The famous Federal Reserve-Treas- 
ury “accord” of March, 1951, that 
precipitately knocked the props out 
from under the 
government bond 
market and, at the 
same time, set the 
stage for a drastic 
tightening of the 
mortgage market 
spurred mortgage 
originators and 
other building in- 
dustry representa- 
tives to cast about 
for new market outlets for their wares. 


Robert E. Goldsby 


The rapidly growing pension trusts, 
with their billions of assets invested 
primarily in bonds and stocks, loomed 
on the financial horizon as the most 
likely substitute market for the heavily 
committed secondary mortgage market 
institutions, the insurance companies 
and mutual savings banks, which no 
longer could afford to sell their gov- 
ernment bonds in order to buy higher 
yielding mortgage paper. 

A frontal attack of considerable 
weight was launched on November 28, 
1951, when an all-day pension trust 
mortgage clinic was held at the Wal- 
dorf-Astoria Hotel in New York under 
the sponsorship of the Magazine of 
Building to which representatives of 
a large number of the most substantial 
pension trusts, both principals and 
managers, were invited and in which 
mortgage bankers and other building 
industry representatives extolled the 


virtues of mortgages as an investment 
medium. 

This conference was an important 
contribution in that it forcefully called 
to the attention of a number of im- 
portant pension fund principals and 
managers this favorable medium of 
investment which they had not taken 
advantage of to any appreciable ex- 
tent. Unfortunately, the mortgage 
market at the time was not a happy 
one. The most attractive media, from 
the standpoint of security, FHA and 
VA loans, were arbitrarily limited to 
fixed interest rates that became less 
attractive relatively as prices for gov- 
ernment bonds declined and _ their 
yields increased, and other market se- 
curities followed suit. 

Besides, the pension trusts and par- 
ticularly their managers, principally 
the trust departments of the larger 
commercial banks and trust compa- 
nies, had concluded that they were 
faced with certain technical and prac- 
tical problems in investing in mort- 
gages which made it difficult for them 
to shift from the more conventional 
investment media. ‘These were set 
forth in detail in the article entitled 
“Problems to Solve in Selling Mort- 
gages to Pension Funds,” by Roger F. 
Murray in the April, 1953, issue of 
THe Morrcace BANKER. Murray 
said that: 


»> The prevailing market conditions 
did not provide a sufficient spread 
between the yield obtainable from 
mortgages on the one hand and good 
quality corporate bonds and stocks on 
the other to warrant the higher han- 
dling costs incident to mortgages; 


»> Many corporations sponsoring 
pension plans have a distaste for hav- 
ing any part in foreclosure actions, 
from a public relations standpoint. 
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>> The pension fund manager usually 
acts not for a large pool of funds but 
for many individual trust accounts 
varying widely as to size, making it 
difficult to distribute a 
large mortgage commitment among 
the 40 or 50 different trust accounts 
and also to obtain the important ad- 
vantage of the simplified bookkeeping 
techniques recently developed by serv- 


much more 


icing agents; 

>> The pension trust is a very long 
term investor and immunity from loss 
at any particular time, as assured by 
the guaranteed mortgage, is not the 
controlling consideration, and fluctua- 
tions in prices of marketable securities 
during the intervening years are not 
important when measured by the per- 
formance of a well diversified corpo- 
rate bond portfolio carefully chosen 
and supervised, et cetera. 

Shortly after MBA’s 39th annual 
Convention, President Brown L. What- 
ley appointed a special pension fund 
committee under the initial chairman- 
ship of Oliver M. Walker, president 
of Walker & Dunlop, Inc. of Wash- 
ington, D. C., who for many years 
had sold and substantial 
mortgage portfolio for one of the 
labor union pension funds in the capi- 
tal. It was confidently hoped that 
the time had arrived when experi- 
enced mortgage bankers could break 
the log jam that had held back most 
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of these pension trusts from investing 
in our industry’s product. But the 
controversy between industry repre- 
sentatives and spokesmen for the gov- 
ernment agencies over liberalizing in- 
terest rates on FHA and VA mort- 
gages in the first half of the year, the 
enactment by Congress of the Housing 
Amendments of 1953 on June 30, in 
which a free discount market in these 
mortgages was authorized along with 
increased interest rates, and the result- 
ing chaotic market conditions that de- 
veloped made progress in developing 
this new pension trust field most diffi- 
cult and discouraging. 

Now, with an easier money market 
and increased supports and higher 
prices for government bonds appar- 
ently the order of the day, with the 
increased interest rates authorized for 
guaranteed mortgages, and elimina- 
tion of the greater part of distressed 
inventory of mortgages, the mortgage 
lending fraternity begins to hope that 
the climate is improving to the point 
where progress may be made in the 
program of selling pension trusts and 
their managers on the advisability of 
investing in mortgages 

President Clarke has asked the 
writer to serve as Chairman of the 
Pension Fund Committee this year 
and to work hard on some of the 
leading pension trusts and managers 
in the near-by New York area, and 


has appointed on the Committee a 
number of Association members who 
have already had considerable expe- 
rience in attempting to cultivate new 
outlets in this field.* 

Our Committee met at Miami 
Beach and approved a program of at- 
tack on this problem which contem- 
plates the preparation of a brochure 
outlining the advantages of mort- 
gage investments for distribution to 
pension trusts, the compilation of a 
list of leading pension trusts for cir- 
culation to our membership so that 
we may have wide-spread cooperation 
from our group, and attempts to 
tackle individually some of the more 
important pension trusts and man- 
agers with a view to solving to their 
satisfaction some of the problems that 
have been formidable deterrents to 
mortgage investing on their part. The 
Board of Governors assured us of an 
appropriation to carry out this pro- 
gram. 

It was reported at our meeting 
that Old Colony Trust Company, 
Boston, manager of a number of pen- 
sion trusts, had recently adopted a 


*Other committee members are: Frank 
M. Hereford, Vice Chairman, Charleston, 
W. Va.; Robert A. Taggart, Detroit; Rob- 
ert H. Wilson, Chicago; Oliver M. Walker, 
Washington; H. G. Maser, New York; N. 
N. Wolfsohn, Philadelphia; T. A. Robin- 
son, Jr., Houston; Claude R. Davenport, 
Richmond; Howard J. Ludington, Roches- 
ter, and Milton T. MacDonald, Wilmington. 














@ ABSTRACTS OF TITLE 


INSURANCE CORPORATION 


22 THE MORTGAGE BANKER + February 1954 





@ ESCROW AGENCY SERVICE 


BUFFALO, N.Y. 
ROCHESTER, N.Y. 
LOCKPORT, N.Y. 


FINANCIAL STRUCTURE FOR YOUR GREATER SECURITY 


resolution approving investments in 
mortgages for funds managed by 
them. On December 22, the writer 
wrote to John A. Blanchard, Vice 
President, to ascertain the details: 

“It was reported at the 40th An- 
nual Convention of the Mortgage 
Bankers Association of America in 
Miami Beach, early in November that 
your Company had adopted a resolu- 
tion approving the purchase for the 
account of pension funds managed by 
your Company, of mortgage loans, 
lease-backs of real estate and leases 
made by strong credit corporations. 
This news was most encouraging to 
those of us in the mortgage loan fra- 
ternity who have been endeavoring for 
some time to interest pension fund 
principals and managers of such funds 
in these prime real estate invest- 
ments.” 

Mr. Blanchard replied as follows: 

“I just received your letter of De- 
cember 22. With a couple of excep- 
tions the policy which you expressed 
in the first paragraph of your letter 
is generally correct as to our attitude 
on investment in mortgages and real 
estate. 





DETROIT 


AND 


‘ MICHIGAN 


TITLE INSURANCE on 
both Owner's and 
Mortgagee's Policies 
anywhere in Michigan. 


ABSTRACTS prepared 
and extended on lands 
in Wayne, Oakland and 
Macomb Counties. 
TAX reports prepared 
on condition of taxes 
to real property located 
in metropolitan Detroit. 
ESCROW Agent in all 
matters involving real 
estate transactions. 


The Oldest Title insurance 
Compony in Michigan 


Abstract and Title 















GUARANTY COMPANY 
735 GRISWOLD + DETROIT 26, MICH. 








“The first exception is that no 
resolution was adopted in connection 
with this matter as we do not pro- 
ceed quite so formally with respect 
to investment policies. The result is 
that the thought that you expressed 
is simply indicative of our general 
attitude with respect to this particu- 
lar type of investment. 

“The second point is that the policy 
does not, as you put it, ‘approve’ pur- 
chase of such items, but rather ap- 
proves consideration of such items for 
purchase in relation to their relative 
attractiveness in comparison with 
other investment media.” 

The writer is following up this ad- 
vice by asking Mr. Blanchard to give 
us information, if he will, as to aggre- 
gate amounts actually invested in 
mortgages and related media by his 
Company for the account of pension 
trusts they manage, whether he can 
outline more particularly his Com- 
pany’s general or specific requirements 
for mortgage investments and whether 
our Association or its members can 
cooperate further in his Company’s 
program in this regard. 

The writer and another member of 


the Committee have conferred with 
Roger F. Murray, vice president of 
Bankers Trust Company, New York, 
another leading manager of pension 
trusts, with a view to finding ways 
and means to overcome difficulties 
that have prevented large scale mort- 
gage investments by these funds. It 
was stressed that the single debit sys- 
tem of mortgage accounting pioneered 
by the Bowery Savings Bank should 
go a long way toward eliminating the 
costly duplication by the manager of 
the bookkeeping of a mortgage ac- 
count already performed by the serv- 
icer. 

It must be recognized that the fees 
paid to managers of these funds that 
have become customary among the 
banks, where investment only in bonds 
and stocks is contemplated, usually 
about Ygth of 1 per cent, are insuffi- 
cient to compensate managers who 
would invest in and manage a mort- 
gage loan portfolio. It would be nec- 
essary to convince the principals that 
a higher rate basis would be in order 
for the managers where investments 
in mortgages would be contemplated 
but that the higher fees would be 
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more than taken care of by the in- 
creased income to be anticipated from 
mortgages. 

It is considered by the Committee 
that it may be preferable to try first 
to sell one of the important corporate 
leaders that manages its own pension 
fund. Accordingly it is contemplated 
that early this year a further confer- 
ence will be arranged with the proper 
officials of United States Steel Cor- 
poration to follow up a long confer- 
ence held last year with this group 
by Vice Chairman Hereford, Presi- 
dent Whatley Vice President 
Clarke where it is believed some prog- 


and 


ress was made although no affirmative 
step was then considered appropriate. 

Milton T. MacDonald of Wilming- 
ton, Delaware, a member of the Com- 
mittee and a past president of the 
Association, has been investigating the 
reaction to the possible purchase of 
insured and guaranteed mortgages for 
local pension trust funds in that city._ 
He reports that he believes there will 
not be any interest in that quarter un- 
less a greater spread is established be- 
tween the yield available from mort- 
gages on the and 
marketable securities the 
This same sentiment seems to exist at 
present at Bankers Trust Company. 
But if conditions in the money and 
securities markets change sufficiently, 
our Committee hopes, by continuing 
its educational and promotional ap- 
proach, to breach the dam that has 
been holding back the flow of these 
funds into mortgage channels. These 
funds that life 
insurance companies, amounting to 40 


one hand good 


on other. 


are administered by 
to 45 per cent of the funds going into 
pension plans, of course receive the 
benefit of the life companies’ policy 
of liberal 
but basically there would seem to be 
no adequately valid reasons why the 


investment in mortgages, 


privately trusteed pension funds that 
are total 
excess of $10 billion, and growing at 


now estimated to well in 
an estimated rate of $1144 to $1™% bil- 
lion a year (and accounting for the 
remaining 55 to 60 per cent of cur- 
rently accruing 
should not seek a reasonable propor- 


tion of the country’s production of 


pension funds 


real estate mortgages for the greater 
benefit of the millions of workers they 
seek to protect in their old age. 

The Federal Reserve Bank of New 
York, in its Monthly Review of Credit 
and Business Conditions for Decem- 
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By WALTER MAHLSTEDT 


It's ready for distribution to members, 
the third thesis to win the MBA Certifi- 
cate of Merit Award in the Association's 


Educational program. 


It's a complete 


report on a phase of lending on which 
relatively few mortgage men are ade- 
quately informed. And it's a lending 
operation that can be an important 
addition to the service you have to 
offer. Mr. Mahlstedt is with the Teach- 
ers Insurance and Annuity Association 
of America and his coverage of this 
subject is complete and authoritative, 
based upon practical experience. Mem- 
bers are invited to write for a copy at 


no charge. 


ber, 1953 (Vol. 35, No. 12, pages 185- 
188), analyzes the situation regarding 
private pension plans, their 
rapid growth in recent years and com- 
ments on their investment require- 
ments and for future 
It is recommended that in- 
terested members of the Association 
get this the Review from 
their bank, read this article, and then 
attempt to sell any pension fund prin- 
cipal or manager they can contact on 
the advantages of investing a reason- 
able proportion of their funds in mort- 
gages just as the life insurance com- 
panies and the mutual savings banks 
done the years to their 
great advantage. The Committee 
would then like to have a report on 
the interview or correspondence so 
that it can correlate all such efforts 
and attempt to provide the answers. 

The Committee would also like to 


traces 


p rospects 


growth. 


issue of 


have over 
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receive from members any suggestions 
they may have as to either general 
methods of approach to the problem 
of interesting pension trusts and their 
managers in mortgage investments or 
as to particular funds or managers 
where it is considered that an ap- 
proach by the Association might assist 
the individual efforts of the member. 

In addition, the Committee solicits 
a report from every member as to 
every pension fund account to which 
he has already sold mortgages, as it 
is believed that a survey disclosing a 
number of such investors in mort- 
gages, even though they are primarily 
the smaller funds, will be helpful in 
selling the larger funds on the wisdom 
of such a program. 

By concerted efforts our industry 
should accomplish its aim of widen- 
ing the mortgage market to include 
the pension trusts of the country. 
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Meeting to Go on 


MBA’s Midwestern Mortgage Con- 
ference in Chicago February 25-26 
will be a combination of several cen- 
tral themes, two of the most promi- 
nent being: 
>> How the mortgage industry will 
fare under the widespread changes 
likely to result from legislation de- 
veloping from the President’s Advis- 
ory Committee report and 
>> Some how-to-do-it subjects or, 
better still, how to handle some of 
our operations better and more effi- 
ciently than we are doing them now. 

The first is likely to consume a 
considerable amount of discussion 
time. The President’s report is in, is 
being carefully studied by every seg- 
ment of the industry and in Congress 
and the specific legislation to carry 
out the proposals is on the drafting 
boards. 

The second central theme will take 
considerable time too but here mem- 
bers will be hearing some experts on 
various subjects tell how this and that 
operation should be done. 

There are some brand new subjects 
on the agenda too—the open end 
mortgage, protection plan, life insur- 
ance in the mortgage business and 
others which previously haven’t shown 
up on MBA programs. 

In the anticipation that specific 
legislation resulting from the Presi- 





Albert M. Cole 
HHFA Administrator 


‘The réssociations AAffacre 
Chicago Conference Looks Like MBA 


Your Must List 


dent’s housing committee report will 
be ready about then, the Conference 
will conduct a broad review of what 
is likely to be the country’s first long- 
term housing policy. Albert M. Cole, 
HHFA Administrator, who acted as 
chairman of the president’s commit- 
tee, and FHA Commissioner Guy T. 
QO. Hollyday and T. B. King, director 





F, D. Richards 


Maurice A. Pollak 


of the VA loan guaranty division, will 
address the Conference and give their 
views. 

Other speakers include Maurice A. 
Pollak, Chairman, Midwestern Mort- 
gage Conference, vice president, Dra- 
per and Kramer, Inc., Chicago; Presi- 
dent W. A. Clarke; Henry H. Edmis- 
ton, vice president, Kansas City Life 
Insurance Company, Kansas City; 
Horace Russell, general counsel, 
United States Savings and Loan 
League, Chicago; R. Manning Brown, 
second vice president, New York Life 





Guy T. O. Hollyday 
FHA Commissioner 





Insurance Company, New York; Rob- 
ert H. Wilson, president, Percy Wilson 
Mortgage and Finance Corporation, 
Chicago; W. James Metz, MBA Di- 
rector of Accounting and Servicing; 
Earl Kribben, Marshall Field and 
Company, Chicago; James Downs, 
Housing Coordinator for the City of 
Chicago; Samuel E. Neel, MBA gen- 
eral counsel; and Sydney Stein, Jr., 
president, Hyde Park-Kenwood Com- 
munity Conference. 

Other subjects include an analysis 
of the outlook of mortgage financing, 
possibilities for developing the open 
end mortgage, and the mortgage 
banker’s share in redevelopment and 
neighborhood conservation. 

Another will be a new MBA sub- 
ject—sale by mortgage bankers of the 
mortgage security plan and the mort- 
gage protection payment plan. Mr. 
Wilson will handle these. 

Still another Conference topic will 
be Banking the Mortgage Banker and 
the speaker will be William E. How- 
ard, vice president of the Mellon Na- 
tional Bank and Trust Company of 
Pittsburgh. He will discuss interim 
financing when the mortgage banker 
holds a firm commitment to purchase 
from a responsible mortgagee, and 
warehousing loans prior to their sale 
in the secondary market. 

Members have the detailed pro- 
gram, the advance registration card 
and the hotel reservation card. These 
should be processed promptly. Ad- 


vance registration closes February 17. 





T. B. King 
VA Loan Guaranty Director 
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Horace Russell R. Manning Brown 


Henry Edmiston W. A. Clarke 


Now That MBA Is 2,000 Strong the 
Next Goal Is Rounding Out Roster 


Now that the 2,000th mark in MBA 
membership has been reached and 
passed, the next most important goal 
can be best described not in numbers 
but in a more complete rounding-out 
of the Association’s roster to include 
every qualified firm that ought to be 
a part of this industry’s trade organ- 
ization but has not yet enrolled. First 
step in the comprehensive and ambi- 
tious campaign which Lindell Peter- 
son, president of the Chicago Mort- 
gage Investment Company, as mem- 
bership chairman, has taken is to get 
the membership committee well or- 
That is about completed and 
group on which the committee 
has trained its sights is the: commer- 
cial banks. MBA’s bank division is 


excellent but more can be added and 


ganized. 


one 


will be. 

One piece of equipment to be used 
in the campaign is the new member- 
ship folder just off the press called 
“It’s Good Business for Your Business 
to Have This Seal of Acceptance.” 
Copies will be distributed 
throughout the membership and sup- 
plies are available to any member in 


widely 


any quantity he desires. It fits a No. 
10 envelope and members will find 
that they can make convenient and 
liberal use of it in their correspond- 
ence. It’s well to remember that no 
solicitation can be as effective as that 
of one satisfied and pleased Associa- 
tion member voluntarily telling some- 
one else of the benefits that have been 
his through membership. That’s the 
kind of impression that proves most 
beneficial and it’s a contribution every 


member can make. So write for what- 


ever number of copies of the new 
folder you believe you can use and 
they will be sent. 

While the Association 
wants to continue its growth of recent 
years, the greater emphasis will be on 
member firms which fully qualify and 
which meet in every detail the re- 
quirements which the members them- 
selves have specified. The Associa- 


certainly 





Robert Tharpe 


Lindell Peterson 


tion’s constitution and by-laws were 
amended at the Miami Beach Con- 
vention in several particulars and the 
new membership requirements are 
fully set forth in the new folder. 
Among them is the requirement that 
the applicant must have a longer 
background of experience in the mort- 
gage business than has _ heretofore 
been the case. In other ways the 
requirements have been tightened, not 
with the intention of denying mem- 
bership to any qualified applicant but 
with the desire to make MBA mem- 
bership as valuable as possible. 
Working hand in hand with the 
committee will be its fellow group, the 
Membership Qualifications Commit- 
tee headed this year by Robert 
Tharpe, president, Tharpe & Brooks, 
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James C. Downs 


Inc., Atlanta. A fact unknown to 
practically all Association members is 
that this group has one of the heaviest 
tasks of any MBA committee. It’s a 
day to day responsibility, faced with 
the duty of carefully examining every 
application, the firm’s history, often 
making a careful analysis of every 
principal. One application often runs 
into weeks of time spent. Yet it’s all 
a part of the general determination to 
make MBA membership what its 
members want it to be, a seal of ac- 
ceptance in the mortgage industry, 
something which every member is 
proud to have. 

New members admitted to MBA in- 
clude: 

ALABAMA—Mobile: Foreman & 
Foreman, Inc., Clyde W. Foreman, 
president. 

CALIFORNIA — San Francisco: 
Bank of America, R. F. Moretti, vice 
president. 

FLORIDA — Pensacola: Com- 
mander Corporation, Philip Devlin, 
Jr.; Tampa: Julian H. Lifsey, Jr., at- 
torney. 


NEW YORK — New York: Wil- 
liam F. Hyland. 
NORTH CAROLINA — Raleigh: 


Wachovia Bank and Trust Company, 
Durward R. Everett, Jr., assistant vice 
president; Winston-Salem: McKeithen 
and Graves, attorneys, Calvin Graves. 

SOUTH CAROLINA Aiken: 
Southern Mortgage Company, Lonnie 
A. Garvin, president; Charleston: The 
Citizens and Southern National Bank 
of S. C., H. S. Musk, jr., assistant cash- 
ier; Columbia: The Citizens and 
Southern National Bank of S. C., Coit 
T. Hendley, vice president. 

WASHINGTON Kennewick: 
Continental, Inc., Don D. Minnock, 
Manager. 


YMAC To Sponsor One Day Clinic in 
Chicago Following Our Conference 


The younger generation in the mort- 
gage business which on numerous 
occasions has shown that it is taking 
is again going to do 

something entirely 
on its own. It’s the 
How to Do It in 
the Mortgage 
Business Clinic 
which the Young 
Men’s Activities 
Committee will 
sponsor at the 
Conrad Hilton 
Hotel in Chicago, 
February 27 fol- 
lowing the two day Midwestern Mort- 
gage Conference. Members of the 
Committee have planned the Clinic 
entirely and a good many of those who 
will speak come from YMAC ranks. 

W. L. Otis of Omaha, a member 
of the MBA board and chairman of 
the YMAC Committee, will open the 
Clinic and then the morning session 
will go into a discussion of How to 
Get Business. The particular sources 
and the speakers on each one will be: 


over pretty well 


4 
W. L. Otis 





Through Building Supply Dealers 
by Raymond K. Mason, vice president, 
W. M. Mason & Company, Jackson- 
ville. 

Through Real Estate Brokers and 
Miscellaneous Sources by Byron C. 


LAND TITLE 


SERVICE 
COVERS 





Shutz, Herbert V. Jones & Company, 
Kansas City. 

Througa Builders by Cary White- 
head, assistant secretary, National 
Mortgage Company, Memphis. 

Through Tract Developments by 
Martin R. West, Jr., Weaver Bros., 
Inc., Washington, D. C. 


That afternoon members will be 
back for to hear: 
Loan Processing and Public Rela- 


tions by Lon Worth Crow, Jr., execu- 
tive vice president, Lon Worth Crow 
Company, Miami. 

Soliciting New Sources of Funds 
and Merchandising the Loan by L. S. 
Ballard, Jr., vice president, T. J. Bettes 
Company, Houston. 

There will be plenty of forum dis- 
cussion, both morning and afternoon, 
so come prepared with questions—as 
well as your own reports on these sub- 
jects. The Clinic members will want 
to hear what’s succeeded for you. 

While this is an activity of YMAC 
and a young mens’ affair from start to 
finish, they’ve taken out a little insur- 
ance on making the day a successful 
one by securing the services of an old- 
time, experienced moderator to keep 
the session moving along—none other 
than President William A. Clarke who 
around a rostrum. 


knows his way 





Servicing Exhibits in 
Chicago and N. Y. 


Something new is being added to 
MBA’s Chicago and New York Mort- 
gage Conferences this year by the 
appearance for the first time of Mort- 
gage Loan Servicing exhibits in which 
leading manufacturers of business ma- 
chines and other equipment and serv- 
ices pertaining to loan servicing will 
have displays. At the Chicago Con- 
ference, the exhibit will be in the 
large Assembly room adjoining the 
ball room where the general sessions 
will be held. Exhibit positions have 
been limited to a maximum of eight 
so that there will be ample room for 
members to inspect these products 
and services. The show will be con- 
fined strictly to the servicing and 
accounting side of the industry. In 
Chicago, participants include Bur- 
roughs Corporation, York Tabulating 
Service, Inc., Investors Diversified 
Services, Inc., National Cash Register 
Company, International Business Ma- 
chines Company, Financial Publishing 
Company and Monroe Calculating 
Machine Co. and Your Tabulating 
Service. 


Members have the complete program 
and all information about the Clinic 
in a special announcement a few days 
ago. Better plan to stay over for it 
because some of the liveliest subjects 
seen on any mortgage program in 
recent years have been scheduled for 
this meeting. 


LAWDTITLE 
CUARANTEE 
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Announcing 


MBA’s Research and 


ECAUSE it holds such great pos- 

sibilities for creating a better 
mortgage industry, will 
represent a significant contribution in 
education for the younger generation 
in our field, because it is the type of 
activity to which any Association can 
justifiably point with pride, because 
of these and many other reasons, the 
formation of the charitable research 
and educational trust fund under 
MBA auspices is one of the most im- 
portant accomplishments of our group 
in its more than four decades of or- 


because it 


ganization. 

The Research and _ Educational 
Trust Fund of the Mortgage Bankers 
Association of America, as it will be 
officially known, is now a reality. The 
final step in giving it official form was 
taken at the Miami Beach Conven- 
The framework has been built, 


tion. 
the objectives determined and an out- 
line of the general manner and 


method of operation has been set. The 
Fund is here: but before it becomes a 


living active force, some additional 
work is yet to be done. One is to 
select the initial Trust Committee 
which will guide the Fund in the 


founding vears. 

The Fund has been given life to 
work and perform tasks which will 
accrue to the benefit of every one en- 
gaged in mortgage lending and in- 
vesting. Many of the duties it will 
take for its responsibilities 
which the mortgage industry will want 
to acknowledge and discharge. The 
fact that the Fund, on behalf of the 
Mortgage Bankers Association of 
America, is assuming these responsi- 
bilities is a measure of the stature of 
our Association in the present period 


own are 


of its development. 


Some members, possibly quite a 
few of them, may ask: What is this 
Fund, what is its purpose, what is the 
need for it, how will it operate and 
what is its relation to MBA? 


They're all proper questions and 
there is a proper answer for each one; 
and the reason why members do not 
know more about the Fund is that in 
a project of this kind the initial or- 
ganization work can go into months 
and years of effort—which is about 
the story of the Fund’s development 
so far. Except for a few random com- 
ments about it here and there during 
the past little has been 
said about it. 


two years, 


As for its objective, the person to 
recite them is the key man in the 
Fund’s organization, Lindell Peterson, 
president of the Chicago Mortgage 
Investment Company and chairman 
of MBA’s educational committee for 
the past two years. Its purposes, as 
he has stated them in the trust agree- 
ment, will be 


>> “To encourage and assist in the 
establishment of high educational 
standards and in the preparation of 
courses in educational institutions for 
training students seeking careers in 
mortgage banking and to grant schol- 
arships to worthy students studying 
for such careers: 


>> “To promote or conduct research, 
including but not limited to the prep- 
aration and publication of material 
deemed pertinent to the field of mort- 
gage banking; 


>»? “To conduct or sponsor and main- 
tain Seminars, educational meetings 
and courses of study; 


>> “And to establish and maintain a 
library and to cause books and litera- 
ture to be written and published on 
the subject of mortgage banking; 


>> “All cither directly or by contri- 
butions to or cooperation with ex- 
clusively charitable, scientific, literary 
or educational entities providing such 
facilities, and no part of the principal 
or income of the trust estate shall 
ever be used for the purpose of in- 
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fluencing legislation or other govern- 
mental action.” 

“The Fund,” he said, “is to per- 
petuate and expand our educational 
program so that it reaches colleges 
and universities across the nation and 
encourage them, through the estab- 
lishment of scholarships and chairs, 
to help us meet the ever increasing 
need for highly trained men in the 
field of mortgage banking. 

“It is planned that funds will also 
be available to develop research proj- 
ects in the field of real estate mort- 
gage finance where the limited funds 
of the Association are insufficient to 
provide the needed answers. The Fund 
promises to be one of the most im- 
portant and essential programs ever 
undertaken by the Mortgage Bankers 
Association of America.” 

Thus, there can be no dissenting 
opinion on what the Fund is setting 
out to do; it is embarking on a pro- 
gram for the betterment of our indus- 
try to do things which need doing 
and which it is our responsibility to 
do. The mortgage industry of tomor- 
row will be no better than the people 
who are in it. To prepare these peo- 
ple for successful careers in our in- 
dustry is certainly one of the highest 
aims we can hope to achieve; and 
that is one of the main purposes of 
the Fund. 

The Fund replaces no activity in 
which MBA is now engaged; rather 
it is a big forward step in making 
what we already have in education 
better than ever and, at the same 
time, adding a great deal more. 

So much for the aims and objectives 
which, it is safe to predict now, are 
likely to be greatly expanded as time 
goes on because of the nature of 
the general work involved and the 
innumerable additional opportunities 
which are sure to be offered. 

Now about the Fund’s general or- 
ganization: It is being organized by 
a new Association group known as 


Educational Trust Fund 


the Trust Fund Committee; but as a 
committee it is considerably different 
from other MBA committees. It will 
consist of ten members who become 
trustees of the Fund, including the 
President, immediate past president 
and eight members from the Associa- 
tion. The first committee will be 
named by the board of governors to 
serve two-year terms. But beginning 
with the third fiscal year, committee 
members will be elected by the entire 
membership at the annual meeting. 
Terms will be for two years each and 
nominations for committee member- 
ships will be made by the nominating 
committee just as is done for officers 
at the present time. The Trust Fund 
Committee will meet at least annually 
and each year a chairman and vice 
chairman will be named from the 
committee group. MBA’s director of 
education and research will be the 
Fund’s secretary. 

As to the Fund’s powers, it will 


have authority to invest, hold and dis- 
burse monies and properties entrusted 
to its care. 

Another question naturally arises: 
where is the Fund going to secure the 
money to reach its aims, to do the 
things it will set for itself? One source 
is sure to be gifts to the trust estate. 
This was one of the predominant facts 
before the Association in organizing 
the Fund. The mortgage industry now 
holds a foremost position in the coun- 
try’s economy. Its ramifications are 
wide and cover many facets. Over the 
country are many extremely large or- 
ganizations whose principal business 
is mortgage lending. From these, and 
many, many other sources, it is reason- 
able to expect that the Fund will re- 
ceive gifts and donations to carry on 
the commendable work it plans. What, 
for instance, would be more logical 
for a successful mortgage banker, one 
who has done well in his chosen pro- 
fession, one whose interest in the busi- 


ness has never lagged, what would 
give him greater satisfaction than to 
be a contributor to the work of the 
Fund? Possibly what he may want 
to do is donate to its general educa- 
tional and research work; but again 
he may have something specific in 
mind, some phase of the industry in 
which he has been particularly in- 
terested. In that case, his contribution 
would likely be identified with him. 

The avenues of resources with 
which to build the Fund and further 
its work are endless. From similar 
efforts, many of our greatest scientific 
achievements have resulted. The areas 
of exploration and the world of facts 
that are waiting for the researchers 
are just as conspicuous in the mort- 
gage field as anywhere else. Add this 
to the educational field where MBA 
has already proved its claim to high 
accomplishment, and you have a rough 
blueprint of what lies ahead for this 
signal undertaking. 





Mutual undertakings are always the result of many hands and many heads 


and so it has been with the creation of the Fund. Many contributed 
ideas, others suggested organizational patterns and procedure, still others did 


the research work on which parts of its structure rests. But the Fund 


is different from most efforts of its kind in that its conception was 


entirely the idea of one man, Lindell Peterson, president of the Chicago 


Mortgage Investment Company, a member of the MBA board, chairman of 
MBA’s educational committee the past two years and a former president of the 


Chicago MBA. His work in the educational committee stimulated the 


creation of the Fund; and for him, its organization has been a matter 
of more than two years’ work—always with the active assistance 
and counsel of Frank ]. McCabe, ]r., who has all MBA’s 
educational and research programs under his direction. The 
obstacle, if there was an obstacle, was not opposition to the plan but 
the inertia that one often encounters in introducing something new. 
From the beginning he held a strong conviction that 
the Fund was a good thing, that it was something MBA 
ought to do and do right ; and he never faltered in his 
determination to see his dream realized. 
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That in outline is what this new 
venture of MBA embraces. You'll be 
hearing a good deal more about it in 
the future. In the meantime, the 
temporary Trust Fund Committee is 
now busy selecting candidates for the 
initial Great care is being 
taken to assure that men invited to 
serve will qualify through actual ex- 
perience in the administration of sim- 
ilar charitable trusts and are men of 
integrity and high standing. Frank J. 
McCabe, Jr., as MBA’s director of 


education and research, will serve as 


trustees. 


Secretary 





Frank J. McCabe, Jr. 


The board of governors is anxious 
to have the Fund operating at the 
earliest possible date. Before soliciting 
from the general public, the Associa- 
tion invites all members who are in- 
terested in developing sound practices 
and well trained personnel to extend 
and perpetuate this interest by mak- 
ing a contribution 

The Fund has been established in 
strict conformity with sound, 
established, legal and fiduciary prin- 
ciples. Its organization and operation 
have been approved by trust company 
officials. It is hoped that Honor Cer- 
tificates will be awarded to all who 


long- 


participate in the creation of the 
Trust Fund. 
How logical, how commendable, 


what a step forward, comments such 
as these are in order and have been 
made. The Fund is something to 
which every member can take con- 
siderable pride because, more than 
anything else, it illustrates that the 
mortgage industry is one that fully 
recognizes its responsibility to its own 
field and to the public by creating the 


Taking its cue from the Young 
Men’s Activities Committee in MBA 
(see details of YMAC’s Clinic in Feb- 
ruary elsewhere), the younger men in 
Birmingham organized a Younger 
Men’s Mortgage division to hold 
monthly luncheon meetings and dis- 
cuss problems of special interest to the 
younger people in the business. It was 
the first such local YMAC group and 
it was a year old last month. During 
that time, interest has been stirred up 
in other places to do the same thing; 
so, before long, there will probably be 
more of them. 

At the annual meeting celebrating 
its first year, are (above) Walter Ken- 
nedy, Jr.. W. B. Phillips Company, 
new vice chairman; Philip C. Jackson, 
Jackson Securities and Investment 
Company, retiring chairman; James S. 
Quarles, Realty Mortgage Company, 
new chairman; and Dan Haralson, 
Cobbs, Allen & Hall Mortgage Com- 


pany, new vice chairman. 


means by which a better lending pro- 
fession is created. Mortgage lending 
is a profession which depends on pub- 
lic confidence to a high degree. To- 
day it enjoys public confidence—but, 
unfortunately, that statement has not 
always been true. What the Fund 
will do, as much as anything else, is 
raise even higher the various stand- 
ards which form the basis of our 
business today. Its future ought to be 
promising. 
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Frederic Gifford Is 
Chicago MBA Head 


Frederic Z. Gifford, president of 
the Republic Realty Mortgage Cor- 
poration was elected president of the 
Chicago MBA at their annual meet- 
ing. He succeeds Maurice A. Pollak. 
Irvin R. Schildein, Quinlan & Tyson 
Mortgage Corporation, was elected 
vice president. John R. Womer, Great 
Lakes Mortgage Corporation, was 
elected secretary-treasurer. 

Directors named for terms ending 
January, 1956, were: Anthony C. Du- 
vall, Marquette National Bank; Harry 
C. Eigelberner, Chicago Mortgage In- 
vestment Company; Ward J. Gaunt- 
lett, Sharon Mortgage Company; Ben- 
jamin Keach, Chicago Federal Savings 
& Loan Association. James F. Mes- 
singer, Charles H. Brandt & Com- 
pany, Inc., was named for a one-year 
term to fill a vacancy. 


Edward J. Thomas 
Heads Philly MBA 


Philadelphia MBA elected the fol- 
lowing new officers: president, Ed- 
ward J. Thomas, vice president and 
treasurer, Germantown Savings Fund; 
vice president, Joseph N. Gorson, 
president, Fidelity Bond & Mortgage 
Co.; treasurer, James J. McHugh, Jr., 
assistant treasurer, Girard Trust Corn 
Exchange Bank, and secretary, David 
Bloom, Jackson-Cross Co. 





New Detroit MBA Officers 





TAGGART HEADS DETROIT MBA: Robert A. Taggart, executive 
vice president of the Hannan Real Estate Exchange, Inc. has been elected 
president of the Detroit MBA succeeding Alfred F. Taylor. Robert J. Hutton 
of the Standard Federal Savings and Loan Association was elected vice presi- 
dent and William J. Stepek of The Detroit Trust Company secretary and 


treasurer. 


right, Mr. Taggart, Mr. Hutton, Mr. Stepek and Mr. Taylor. 


Above, the new officers with members of the board. Seated, left to 


Standing, 


governors J. A. Snyder, Leo F. Drolshagen, Stuart B. Micklethwaite, Gare B. 
Reid, Austin Harmon and R. G. Ransford. 


Open-end Mortgages 
PEN-END mortgages can _ be 
made safely in every state, the 
only problem is what, if anything, a 
lender must do to make sure the addi- 
tional advances have first-lien status. 

In 32 states, the additional advance 
automatically takes precedence over 
any intervening lien and no title search 
is necessary. In 12 states the addi- 
tional advance probably takes preced- 
ence, but the lender had better play 
safe and have the title searched or 
insured. In four states the additional 
advance does not take priority and 
title search is necessary. 

These are the conclusions of Horace 
Russell, foremost legal authority on 
the open-end mortgage, and William 
Prather, House + Home reports. 

Title search is necessary in Illinois, 
Michigan, Ohio and Pennsylvania. In 
these states, for priority purposes, an 
optional advance is treated as if it 
were a new mortgage, its lien attach- 
ing as of the time of the advance and 
not back to the parent instrument as 
in the majority of states. A title search 
is unavoidable, but the lender can still 
make advances under a valid first 
mortgage. If the amount to be ad- 
vanced is nominal, an affidavit is often 


taken from the borrower, again as a 
calculated risk by the lender. 

The 12 states where it is question- 
able whether a search is necessary, arc 
Arizona, Arkansas, Delaware, Idaho, 
Kansas, New Mexico, North Carolina, 
Oklahoma, South Dakota, Tennessee, 
Utah, Wyoming and the District of 
Columbia. 

In these states where the law is not 
comprehensive or definitely formu- 
lated, mortgagees can deal properly 
with open-end mortgages by having an 
authoritative legal study made of the 
state law and a mortgage form prop- 
erly drafted to secure described future 
advances up to a stated sum. Where 
there is little or no litigation, a test 
case may be tried. If advances are 
held superior to intervening liens, this 
settles the matter. If courts hold the 
contrarv, legislation should be insti- 
tuted. 

In all the other states, either the 
statutes or the courts have held that 
the only way an intervening lien can 
take precedence over an advance 
granted through a properly drafted 
and recorded open-end mortgage is for 
the intervening lienor to prove that 
the mortgagee had actual notice or 
knowledge of the intervening lien 
when the optional advance was made. 


State-wide MBA Group 
Formed in Wisconsin 


Another state-wide mortgage asso- 
ciation has been organized, this time 
in Wisconsin, the Wisconsin Mortgage 
Investors Association, Inc. Aim is to 
bring within one organization all 
groups with an interest in mortgage 
lending and investing, including banks, 
life companies, savings and loan asso- 
ciations, trust and title companies, 
brokers, attorneys and pension trusts. 
Principal objective is to explore and 
discuss mortgage problems common 
to all. 

L. L. Freeman of Racine has been 
named first president and Sterling 
Albert of Milwaukee first vice presi- 
dent. Alf Peterson of Madison was 
named secretary and treasurer and 
these, with Ben Mitler, Racine, Eldon 
B. Russell, Madison, and Albert J. 
Earling, Milwaukee, comprise the ini- 
tial board. 

E. R. Haley, MBA board member 
and president, General Mortgage Cor- 
poration of Iowa, Des Moines, and 
Frank J. McCabe, Jr., MBA director 
of education and research, will make 
the principal talks at the Association’s 
dinner meeting January 20 in Mil- 
waukee. 


>> BRIEFLY TOLD: In_ building 
some $500 million of defense housing 
to overcome existing shortages, so 
much has been produced that $37 
million of it is now vacant. This 7% 
per cent vacancy is contrasted with a 
national vacancy rate of about 3 per 
cent. 

Government experts point out that 
the current vacancy may not last. 
Most trouble has occurred in some 
areas where housing was built before 
arrival of troops of workers. But in- 
activation of military bases in several 
areas — like Lone Star, Texas; Ft. 
Knox, Kentucky; Camp McCoy, Wis- 
consin; and Camp Roberts, Califor- 
nia—confront these with serious over- 
building. 


>> Nearly 78 million Americans—half 
the non-farm population — changed 
home addresses in four years. Recent 
shifts, according to the Census Bu- 
reau, show that 20.3 per cent of the 
nation’s non-farm population moved 
in the space of one year. 
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FARM LOANS 


A monthly department of MBA’s Farm Loan Committee. 
A. L. Bartlett, St. Joseph, Mo., chairman; and Frederick 
Champ, Logan, Utah; Roy C. Johnson, Newkirk, 
Okla.; E. W. vanTyen, Spokane: Paul Mann, Wichita; 
R. O. Deming, Jr., Oswego, Kan.; Fancher Upshaw, Jr., 
Amarillo; Eliot O. Waples, Cedar Rapids; H. H. Schnell, 


~ 


Fargo, N. Dak. 








How It Is Mortgage- wise Down on the 
Farm; 1953 Farm Loan Debt Again Up 


EFORE you can take a reading 
of the farm mortgage barome- 
ter as the new year opens you first had 
better read the farm barometer. The 
year just closed wasn’t the best year 
on record for the American farme: 
and he has grown to like those best 
years. Politically, it was a bad farm 
year with Mr. Benson dodging brick- 
bats from almost every quarter. Here’s 
what actually happened to farmers in 
1953: 
>? They 
never had before, nearly equal to the 
record 1952 


produced almost as they 


>> Farm prices declined 8 per cent 
>> Farm income dropped 7 per cent 
>> Purchases of farm machinery, 
equipment and all sorts of non-farm 
products were also down considerably 


>> Farm land values were down some 
and farm debts rose some. 

All of these things happened during 
a bad weather year, when droughts 
and despite the fact that 
Uncle Sam was still in there pouring 


were severe 


in millions for farm supports. Mr. 
Benson would appear to be right 
when he says that the farmers are 
still going to have some ups and 


downs despite all government efforts 
to keep the rural economy on an even 
keel. 

>> BETTER NOW! But the clamor 
is subsiding some 
farm 


and if you’re in- 


terested in conditions, you’ve 
noticed it. 

Farm income appears to be on the 
road to recovery. November was the 
month of 1953 in which it ex- 
ceeded that of the like 1952 month. 
The Bureau of Agricultural Econom- 
ics reports that its index measuring 
the against 
those they pay, rose in mid-December 


first 


prices farmers receive 
above the previous month’s figure. 
That improvement is likely to be re- 


flected in farm income statistics. This 


shift is a factor of considerable po- 
litical importance—with the new Con- 
gress just getting underway. 

>> DEBT CLIMBS: Mortgage-wise, 
the farmer’s debts are still rising. We 
don’t have the figures for 1953 and 
won't have for some months; but, as 
the chart on this page shows, there 
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Farm debt is continuing its rise with the 
estimated 1953 total setting a new high for 
recent years. It’s been rising for 8 years. 


debt. We know in a general way that 
1953 represented an accentuation of 
the 1952 trend in farm mortgage lend- 
ing, more pronounced in some areas 
than in other. But, for a fast run- 
down on the farm mortgage economy 
as of the end of 1952, the data for 
that year will give us a representative 
picture. 

Farm mortgage debt increased in 
1952 for the seventh consecutive year. 
A rise of 8 per cent brought the total 
to an estimated $7.1 billion on Janu- 
ary 1, 1953, highest since 1937. The 
8 per cent increase in 1952 was a 
little less than in each of the previous 
2 years. 

In the first quarter of 1953, the 
amount of farm mortgage recordings 
was 7 per cent higher than in the first 
quarter of 1952. Increases in the 
dollar amount of mortgages recorded 
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were noted for all types of ienders 
except individuals. 

Several factors were associated with 
the rise in farm mortgage debt in 
1952. Credit financed sales of farm 
real estate increased in relative im- 
portance during 1952, and down pay- 
ments were a smaller part of the pur- 
chase price than in 1951. This partly 
explains why the dollar volume of 
farm recordings was slightly higher 
in 1952 than in 1951, although the 
number of mortgages recorded 
dropped 5 per cent and the rate of 
voluntary farm sales declined 8 per 
cent. 

The average size of mortgage re- 
corded increased 5 per cent, from 
$5,350 in 1951 to $5,630 in 1952. The 
figure for 1953 should be close to 
that of 1952. 
>> FARMERS PAY UP: There are 
indications that principal repayments 
on farm mortgages fell off somewhat 
in 1952. Total repayments of prin- 
cipal, including repayments through 
renewals, for the Federal land banks, 
life insurance companies, and com- 
mercial banks combined averaged 
about 16 per cent of the loans held 
at the beginning of the year plus loans 
recorded during the year. This com- 
pares with a gross repayment rate of 
18 per cent in 1951 and 24 per cent 
in 1946. Generally, the rate of repay- 
ment as estimated in this way in- 
creased from 1940 to 1946, and has 
since declined gradually. 

Although farmers are probably not 
repaying farm mortgages as rapidly 
as they were a few years ago, delin- 
quencies continue to be negligible for 
all types of lenders. 

All active lenders increased their 
holdings of farm mortgages during 
1952. On January 1, 1953, life insur- 
ance companies held about $1,702 
million of farm mortgages, an increase 
of 10 per cent. Holdings of the Farm- 
ers Home Administration rose 11 per 
cent, those of individual and miscel- 
laneous lenders 9 per cent, those of 
Federal land banks 8 per cent, and 
those of insured commercial banks 5 
per cent. 





During 1952 the amount of farm 
mortgages recorded was about $1,778 
million. Individual and miscellaneous 
lenders accounted for 39 per cent and 
commercial banks for 27 per cent of 
the total. Federal land banks made 
loans totaling 14 per cent of the 
amount recorded and insurance com- 
panies 19 per cent. The amount of 
mortgages recorded declined in 1952 
for individuals and insurance com- 
panies, but increased for Federal land 
banks, commercial banks, and miscel- 
laneous lenders. 

Farm mortgage debt increased in 
every region and State during 1952. 
The rate of increase was highest in 
the Southwest, 13 per cent. Increases 
of 10 per cent or more were shown 
in the Delta States, Texas-Oklahoma, 
and the Mountain and Pacific regions. 
In other regions the increase varied 
from 5 to 10 per cent in 1952. 

Since 1940 farm mortgage debt has 
risen 65 per cent in the Mountain 
States, 63 per cent in the Southeast, 
and 55 per cent in the Pacific States. 
Smaller percentage are 
noted in all other regions except the 
Corn Belt, the Lake States, and the 
Great Plains, where the farm mort- 
gage debt for 1953 is less than it was 
in 1940. 
>> WHO MAKES THE LOANS: 
Changes during 1952 in the distribu- 
tion of holdings of farm mortgage 
debt were not large, and in the main 
continued the trend of the last few 
years. Although Federal land banks 
made a larger share of new farm 
mortgage loans in 1952, at the close 
of the year their proportion of the 
total held was slightly less than in 
1951. The share held by insured com- 
mercial banks also declined slightly in 
1952, whereas the proportions held 
by the Farmers Home Administration, 
life insurance companies, and individ- 
uals and others rose slightly. 

Since 1940 the share of farm mort- 
gage debt held by the Federal land 
banks has followed a downward trend, 
falling from 31 per cent in 1940 to 15 
per cent in 1953. The Federal Farm 
Mortgage Corporation, which held 11 
per cent of the total in 1940, is now 
in liquidation and has less than | per 
cent of the total. An upward trend 
is seen in the share held by the Farm- 
ers Home Administration, although 
that agency still held less than 4 per 
cent of the total in 1953. Life in- 


increases 





FARM MORTGAGE DEBT HELD 
BY MAJOR LENDERS 
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On January 1, 1953, farm debt was $7.1 billion, highest since 1937 and compares with $4.8 
billion as late as 1946. This chart shows how the mortgages were distributed among the 
different lenders; the 1953 data are not likely to show too much change from 1952. 


surance companies now hold 24 per 
cent of the total farm mortgage debt 
compared with 15 per cent in 1940. 
The proportions of total farm mort- 
gage debt held by insured commercial 
banks and by individual and miscel- 
laneous lenders increased from 1940 
to 1949; since then they have de- 
clined slightly. Insured commercial 
banks now hold 14 per cent of the 
total, and individual and miscellane- 
ous lenders hold 43 per cent. 


Farm Lending Can Be 
Extended, Champ Says 


The farm mortgage structure is 
sound—that’s a conclusion on which 
economists are quick to reach an 





The Farm Loan Committee 
invites all members of the Asso- 
ciation who are interested in an 
way in the farm mortgage busi- 
ness but who have not already 
responded to the questionnaire 
mailed to members in 1952, to 
file their names with the Chi- 
cago office so that they may 
receive communications from 
the Committee. 

—A. L. BARTLETT 


Committee Chairman 
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agreement, and they always have in 
mind that “last time” when we had 
serious economic troubles in this coun- 
try, they first showed up in farm sec- 
tions of our economy. Farm mort- 
gage debt expansion could proceed 
ahead considerably under conditions 
of today, in the opinion of Frederick 
P. Champ, president of the Utah 
Mortgage Loan Corporation of Lo- 
gan, Utah, a former MBA president 
and one of the farm mortgage indus- 
try’s well-accredited spokesmen. 

“The opportunity for expanding the 
total of farm mortgage lending in the 
country is apparent considering the 
total of outstanding farm mortgages 
is now reported to be around $7,000,- 
000,000 as compared with $10,000,- 
000,000 years ago when the dollar was 
worth nearly twice what it is today,” 
Champ said. “Even without inflation, 
there would be room for a sound ex- 
pansion of farm mortgage credit, but 
these figures indicate that it would 
probably be possible to double farm 
mortgage credit without disastrous 
results. 

“It is reported that the outstand- 
ing total of agricultural operating 
credit in the banks and other agencies 
stands at around $7,000,000,000, 
nearly half of which is, according to 
some authorities, eligible for refund- 
ing on long-term real estate loans. It 


is in this $3,500,000,000 of excess 
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agricultural operating credit that the 
opportunity for sound mortgage lend- 
ing lies, because there is no better 
way to screen a farm mortgage credit 
than to make a loan to a borrower! 
whose banker is willing to carry him 
on operating credit after the mort- 
gage loan is made. Bail-outs should, 
of course, be excluded in the above 
category; but they are easily identi- 
fied by an analysis of their financial 
statements and by contact with their 
bankers and other creditors.” 





IMPRESSIONS OF 
FARM LOAN CREDIT 











Pertinent and timely observations 
of a man who has spent most of his 
life studying and evaluating the credit 
problems of farmers, both inside gov- 
ernment and outside, luy W. Duggan, 
once with FCA now with the Trust 
Company of Georgia: 

“Farm real estate prices increased 
every year from 1933 through 1952. 
Farm real estate was valued at $94.6 
billion in 1952, almost 50 per cent 
higher than at the end of the last 
land boom in 1920. The farm mort- 
gage debt declined each year until 
1946, when it began to increase. On 
January 1, 1953 the farm real estate 
debt amount to $7.1 billion and was 
less than 7 per cent of the total value 
of all farm real estate.” 


“Farm difficulties in the years 
ahead will not be due to high present 
debt but more to high rigid costs, to 
inflated land prices for the farmer 
who has bought his farm in recent 
years, to a decline in the prices of 
the products he sells and an increase 
in surpluses of farm commodities.” 


“For the next few years the rate 
of increase of real estate loans will 
probably be much greater than the 
rate of increase for non real estate 
loans. There is some evidence that 
some farmers are refinancing some 
of their short term debts with long 
term mortgage loans. During the years 
of farm prosperity, lenders and farm- 
ers have gotten somewhat careless in 
seeing that a farmer used the type of 
credit best suited to his needs and 
that he used credit that was sound 


Where American Farming 
Is Headed For Now 


By DR. T. K. COWDEN 


Director, Department of Agricultural Economics, Michigan State College 


F I HAD to make one definite 

guess as to what the future holds 
for American agriculture, it would be 
this: Agricultural incomes, lower in 
1953 than in 1952, will see further 
declines in 1954 but not as rapid. 
After this, I would guess that agricul- 
ture was headed for a period in which 
we have fairly good industrial activi- 
ties with farm costs remaining rela- 
tively high in relation to prices re- 
ceived by farmers. Farm prices during 
the period 1922-29 averaged between 
87 per cent and 95 per cent of parity. 
Those who contracted high indebted- 
ness during the inflationary period of 
World War I were in trouble. Wheat, 
and later cotton, were in trouble. I 
expect somewhat the same thing to 





As digested from Dr. Cowden’s address at 
the ABA Agricultural Credit Conference. 


for both borrower and lender. In 
quite a number of instances, short 
term non-real estate loans have been 
used to finance the purchase of a 
farm. Short term production loans 
have been used to finance the pur- 
chase of foundation livestock, building 
construction, heavy machinery and 
other farm improvements that could 
not be paid out in a year or two. 
There are some indications that the 
shift will be made in the other direc- 
tion and that long term mortgage 
loans will be used to finance founda- 
tion livestock, heavy machinery and 
building construction that should be 
paid out in a much shorter term of 
years.” 


“Farmers will look to banks, insur- 
ance companies and other institu- 
tional private lenders to supply their 
sound credit needs in the transition 
period to a stabilized economy. The 
efficient and scientific farmer who is 
not overly burdened with debt will 
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happen again. I do not feel that this 
is a disastrous situation for agriculture, 
but it is a long way from the condi- 
tions farmers experienced during the 
war years. 

The efficient, well organized farm 
that has not gone into debt too heavily 
at high prices will be able to operate 
at around 90 per cent of parity. Agri- 
culture has changed a great deal since 
pre-World War II. Farm output has 
increased around 44 per cent. Food 
livestock production is up about 49 
per cent, and crop production is up 
around 32 per cent. The use of farm 
machinery has increased 76 per cent. 
The use of fertilizers is up 230 per 
cent. The acres of crop land have 
remained practically unchanged. Crop 
production per acre has increased 29 
per cent. The American people today 


continue to be a good credit risk dur- 
ing the period of adjustment. They 
will need long term mortgage credit 
on farm real estate. They will need 
non-real estate credit for an inter- 
mediate term of years to finance soil 
building, foundation livestock, ma- 
chinery and other non-real estate cap- 
ital needs. They will need short term 
production credit to assist in meeting 
their annual production expenses. I 
think private institutions can supply 
the sound needs of agriculture. How- 
ever, if they cannot or will not, there 
will be a demand for government loans 
of one type or another.” 


“T am convinced that banks, insur- 
ance companies and other private 
lenders will supply the sound credit 
needs of farmers and that there will 
not be a demand for direct govern- 
ment loans, or guaranteed or insured 
government loans to meet the sound 
credit needs of an expanding agricul- 
ture in this country.” 


are virtually eating on science, and 
they will continue to do so to an even 
greater degree in the future. 

I would not want to give the im- 
pression that I believe history must 
repeat itself. The future will not be 
like the 1922-29 period. We have a 
number of techniques which should 
help. What I say is that there will 
be a strong tendency in that direction 
largely due to price adjustments in a 
deflationary period following a rather 
long and pronounced period of in- 
flation. 


Too Pessimistic 


As for the prospects for 1954, many 
farmers are more pessimistic than con- 
ditions warrant. First, we have had 
considerable readjustment in agricul- 
ture. Second, the supply—that is, the 
overall production of agricultural prod- 
ucts—should not be greatly different 
from what it has been this last year. 
Third, the domestic demand for ag- 
ricultural products should not change 
a great deal in 1954. Fourth, the 
export market should be about the 
same as during the past year. 

The Bureau of Agricultural Eco- 
nomics in its outlook statements ex- 
pects farm returns to be about the 
same in 1954 as in 1953. I am just a 
little bit more pessimistic than the 
Bureau. I expect farm income to be 
down slightly. [ am a bit more pessi- 
mistic on the general business situation 
and place a little more emphasis on 
sticky prices as they affect farm costs. 

The fact that farm prices are declin- 
ing in itself is not a particularly dis- 
turbing factor, except that this decline 
has taken place at a time when busi- 
ness activity and consumer incomes are 
at a very high level. The recent price 
decline is not the first experienced 
since World War II. From January, 
1948, to December, 1949, farm prices 
declined an average of 24 per cent. 
With the Korean War, farm prices 
increased rapidly; and even with the 
present decline, they are still about 
4 per cent above the pre-Korean level. 
Prices paid by farmers are 9 per cent 
above. 

Consider some of the major causes 
of this recent decline. The 1952 pro- 
duction of agricultural products was 
4 per cent higher than the previous 
year. Exports of farm products were 
down approximately 30 per cent com- 


pared with the high level that existed 
in 1951. The combination of increased 
production and a drop in exports 
meant that there were considerably 
more farm products to be disposed of 
on the American market. 

Next consider the present supply 
situation. The total output of 1953 
was Close to 1952 production. All crop 
production on October 1, 1953, was 
estimated to be the third largest on 
record, exceeded only in 1948 and 
1952. Little change is expected in 
the over-all output of livestock. Feed 
concentrates per animal unit for the 
next year are slightly larger than for 
the 1952-53 feeding season. Crop car- 
ryovers are large. The effect of the 
crop control programs on these carry- 
overs remains to be seen. The over-all 
supply situation does not look greatly 
different from that of this past year. 
If we assume the agricultural economy 
had adjusted to this supply situation, 
then its effect would be neutral. If 
carryovers continue to accumulate, the 
effect would be depressing. 

Now consider the demand side. 
During 1953 most business indexes 
were either at or near record levels. 
After all, our economy has been op- 
erating under forced draft for quite 
some time. By 1954 we should be 
past the peak of our defense expendi- 
tures. Definite steps have been taken 
to check inflation, although recently 
ease the 


steps have been taken to 
money market. We have a truce in 
Korea. 


Slackening—Not Slump 


I expect the 1954 demand to be 
strong for the products farmers have 
to sell, but not quite as strong as in 
1953. I do not expect a depression, 
but I do anticipate some slackening 
from peak levels. 


Nor do I mean to imply that there 
will be no agitation or discontent, or 
that there will be no problems in the 
agricultural sector of the economy. 
Actually, there is likely to be much 
room for complaint when we com- 
pare the agricultural situation with 
previous conditions. Wheat is headed 
for trouble. The price of wheat is 
higher than we can maintain over a 
period of years. Government programs 
may keep the price up for a few years, 
but sooner or later the economic facts 
of the situation will have to be faced. 


As for the long range prospects, I 
think it is wholly unrealistic to expect 
farm returns to continue at the levels 
that have existed during most of the 
past inflationary decade. From 1942 
to 1953, farm prices averaged 107 per 
cent of parity. Farm prices were 92 
per cent of parity in September of 
last year. 


Shrine of Parity 

We are in danger of worshipping 
at the shrine of parity to too great a 
degree. In the 43-year period from 
1910 to 1952, farm prices averaged 
95 per cent of parity. If we omit the 
two World War periods, farm prices 
averaged 90 per cent of parity. Some- 
where between 85 and 95 per cent of 
parity is a more normal relationship 
between prices received and prices 
paid by farmers than the so-called 
100 per cent of parity. Now this has 
nothing to do with what is fair or 
what the farmers ought to have. I 
simply think this is a more realistic 
appraisal of what is likely to exist. 

I am not one who has a lot of faith 
in the government’s ability to keep 
things too far out of line from where 
they might otherwise be under more 
free economic conditions. A most sig- 
nificant factor is what I call the nor- 
mal movement of prices and price 
relationships. If we have checked the 
inflationary spiral in prices and if we 
assume that prices are to decline 
slightly over the next decade, I can 
perceive a situation in which prices 
received by farmers are low relative 
to farm operating costs. We know 
that once prices go up, many of the 
costs of doing business, such as freight 
rates, wages, rents, machinery and 
marketing costs, are also slow to come 
down. This situation could prevail 
even though we have a high level of 
industrial business activity and good 
consumers’ income. 

There is the problem of meeting the 
needs of agriculture without getting 
all tied up in governmental controls. 
We do not have the answer to the 
farm price problem. I am not sure 
that we are even close to it. It is one 
of the big problems facing this nation, 
tremendously complicated from both 
the economic and political angle. It 
is one that we cannot afford to disre- 
gard. Agricultural problems cannot 
be met by slogans. It is important 
that we face these problems in a real- 
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Some Upturn in Market Activity s 
for Farms is Expected in 1954 Banking Begin in 1954 


An upturn in market activity for 
farms is expected this year by ex- 
perienced farm brokers, NAREB re- 
ports in its 56th semi-annual survey 
of the real estate market. 

A slowed movement in farm trans- 
actions, along with softening of farm 
prices in some areas, during the last 
six months is seen as the harvest of a 
“wait and see” attitude on the part of 
farm buyers following a change of ad- 
ministration in Washington. 

Offerings of good farms are in short 
supply, and buyers seeking top quality 
land are reported as unwilling to pay 
former prices. 


istic Not the least of them 
is the that the 
going to play in regulating farm prices. 

High, fixed prices above the free 
market level involve controls. A pro- 
gressive agriculture, with millions of 
individual farm business men making 
individual decisions as to how to op- 
erate their farms, how to adjust to 


manner. 


role government is 


changing conditions in order to main- 
tain the present profit, is one of the 
greatest assets that this country pos- 
If farmers insist on high sup- 
port prices, then we will have to ac- 
cept the accompanying controls. We 
have never experienced the type of 
maintain some 


sesses. 


controls necessary to 
of the existing prices during a non- 


inflationary period. 


About half of the real estate boards 
in the 259 communities in 44 states 
reporting, forecast stable prices for 
farms during the next six months, but 
half look for some further softening. 
Less than 2 per cent of the boards 
predicted rising prices. 

Prices of full-time farms are listed 
as lower than six months ago by more 
than half of the real boards. 
The rate of transfers is slower than six 
months ago, according to 59 per cent 
of the boards, but 36 per cent listed 
it as the same. It is higher in 5 per 
cent of the communities. 

City dwellers desiring a small part- 
time farm near urban areas will find 
prices during the next six months at 
the current level, according to predic- 
tions from 55 per cent of the reporting 
areas. Lower price tags is the outlook 
in 39 per cent of the regions, however, 
and 6 per cent look for higher prices. 

Current prices for small plots for 
part-time farms are the same as they 
were six months ago in 54 per cent of 
the communities, but 37 per cent 
noted some lowering. Only 9 per cent 
reported higher figures. 

The picture for market volume of 
part-time farms reflected somewhat 
the same pattern, with 54 per cent of 
the areas listing the rate of transfer 
as the same as six months earlier, while 
one-third reported a lower sales vol- 
ume. An upturn in sales was noted by 
12 per cent of the real estate boards. 


estate 





printed material. 
organization ol 


mortgage 








USE MBA SYMBOLS ON PRINTED MATERIAL 


Hundreds of MBA member firms use the Association’s symbol on 
their letterheads, advertising literature, various forms and other 
It identifies them as members of the only national 
lenders 
come in four sizes of electrotypes mounted 
on wood ready to use. 
No. 3 and 4; $3 each for No. 1 and 2. Order 
by numbers. 





and investors. These symbols 


Cost: $2 each for 
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Schools of Mortgage 


Another important forward step will 
be taken in 1954 in MBA’s compre- 
hensive educational program, one of 
the most important activities in which 
the Association is engaged, when the 
Mortgage Banking Seminars are suc- 
ceeded by the Schools of Mortgage 
Banking. What is happening is that 
the Seminar courses are being fol- 
lowed by something considerably 
broader, more detailed—in fact, just 
what the name implies, Schools of 
Mortgage Banking. The first course 
will be at Northwestern University 
June 13 to 18 and the second at Stan- 
ford University August 22-27. Both 
will embrace Course I, the basic pri- 
mary course. 


Course I in MBA’s School will be 
on the Financing of Dwellings and 
upon registering students will be given 
specific reading assignments in MBA’s 
text, Mortgage Banking, and other 
books. 


Then throughout the week, students 
will hear lectures on processing and 
analyzing mortgage loans on existing 
dwellings, acquisition by investors, 
complete processing, analyzing the risk 
and appraisal, submission to investors, 
lay-out plans, land planning, construc- 
tion loans, study of financial state- 
ments and all related subjects. Later 
comes all aspects of servicing. Then 
on the final day comes a written ex- 
amination. Between September, 1954 
and February, 1955, students will com- 
plete a home study course on Finan- 
cial Institutions to be conducted under 
Northwestern University supervision, 
with additional reading assignments 
involved. 

The above are some initial obser- 
vations of what is coming in the MBA 
educational program and are designed 
to impart to members the idea that 
it will be more important than ever 
before, and, further, that in your 
planning for this year, start consid- 
ering now which of those in your or- 
ganization can benefit your business by 
attending the Schools of Mortgage 
Banking, either at Northwestern in 
June or Stanford in August. 

Detailed announcements on the 
programs and the faculty will be in 
members’ hands shortly. 














of interest to MORTGAGE INVESTORS and 
BUILDERS throughout the United States 
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3149 The Bowery Savings Bank...................... $34,339,513. 
1934 The County Trust Company.................. 25,764,547. 
1765 Dry Dock Savings Bank.......................... 12,816,902. 
1 The Manhattan Savings Bank................ 4,657,900. 
4 The Bank for Savings .....................cc0000 2,341,858. 
9 The Lincoln Savings Bank of Brooklyn.... 2,197,109. 
195 The Williamsburgh Savings Bank............ 2,022,215. BUILDERS 
62 The Prudential Insurance Company ...... 1,091,700. whom we represent 
80 10 Other Institutions............................ 960,531. stn nities 
71 TE vektntahicetciiicconinanneeind $86,192,275. Gross Brothers 


Alfred Kaskel 
(Carol Management ) 
Joseph Kalikow & Sons 


Morris Brecher & 
Alfred Wohl 


Kokkins & Lyras 

Charles Axelrod 

Henry Kimmel & Sons 
Harry & Sydney Waxman 


We invite inquiries from Mortgage Institutions 


and Volume Builders throughout the United States. 





Sam Praver & Associates 

Kahn & Alpert 

Jack Holland & 
Emanuel Lurio 

Irving Warfield 

Ben & Haskel Hess 

Meyer Berfond 


and many others 





ty Funding Corporation, An FHA Approved Mortgagee 
Geniaie Funding Corporation of Pennsylvania, An FHA 
Approved Mortgagee 





Associate Companies: © 
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VITAL STATISTICS | 


URRENT statistics do not fully reveal the changes that are and have been going on in 
C the business picture. On a seasonally adjusted basis, the revised Federal Reserve Index 
of Industrial Production reveals a consistent downward trend since July which apparently is 
proceeding without much indication of change. The drop, however, is somewhat less sharp than 
that of late 1948 and early 1949, and so far has been of less severity. If that earlier pattern 
is repeated, the decline would soon now be succeeded by a leveling off of several months’ 
! duration before an upturn occurred; but it is not yet possible to foresee what the next few 
crucial months will bring. At the moment, the signs are certainly confusing, although a number 
| of strengthening influences can be discerned. 


The steadiness of prices, the substantial volume of retail trade, and the falling off in the 
volume of business loans combined to indicate that excess inventories (one of the troublesome 
spots in the picture) were being worked off in a fairly orderly way. The continued decline in 
interest rates, as generally indicated by bond yields [2], supply a stimulus to future business 
expansion, as does the end of the excess profits tax and the current reduction in personal income 


taxes. 


ation. Private housing starts for 1953 [4] were only a shade under those of 1952, and the 
present annual rate carries no foreboding for the new year. Private construction generally [3] 
is still ahead of the corresponding month a year past and shows a less-than-seasonal decline 
from the preceding month. The present rate of contract awards supports optimistic forecasts 
l for 1954. 


i| 

| 

— P : 

| Building and mortgage lending make up one of the strongest features of the current situ- 
| 

| 


| 

| Insurance company lending is clearly on the upgrade [6], particularly for VA loans, a fact 
| reflected in the continued high level of new appraisal requests [7], seasonal considerations taken 
into account. Savings and loan association and mutual savings bank activity remain at higher 


| levels than a year ago [5]. 


| (1). General Business Indexes 
without seasonal adjustment) 


1947-49 = 100) 


| 

| 

| 

| —E 
| 


1953 —1952- 12 Months 

! Dec. Nov. Dec. Nov. 1953 1952 

Industrial production* seuss 1288 131P 131 134 134 124 

Wholesale prices .............. 110.1? 109.8 109.6 110.7 110.1 111.6 
Department store sales........ 193° 136P 196 134 112 110 


Sources: Federal Reserve Board, U.S. Department of Labor. ‘Estimated. »Preliminary. 
*Revised series; formerly on 1935-39 base. 


| : (2). Bond Yields 





| 1953 —1952 12 Months 

! Dec. Nov. Dec. Nov. 1953 1952 

i Long-term U. S. governments: 

3%9% issue of May 1953, 

] DE this batik ewan ee 2.96 3.04 ~- -- ~- 

Other long-term issues 2.79 2.85 2.75 2.71 2.93 2.68 

| High-grade municipals 

(Standard & Poor’s) . eed 2.59 2.62 2.40 2.40 2.72 2.19 

| Moody’s corporates, total. ...... 3.39 3.38 3.19 3.20 3.43 3.19 
; 3.13 3.11 2.97 2.98 3.20 2.96 


| Moody’s Aaa corporates. 
Source: Federal Reserve Board. 
3 eae — —_ a 
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S for the Mortgage Banker 


(3). Expenditures for New Construction Put in Place 
millions of dollars) 








-1953— 1952- 12 Months 
Dec.? Nov. Dec. Nov. 1953 1952 

0 EE Pe rere $2,052 $1,795 $1,934 $23,615 $21,812 
Residential (nonfarm) ..... 952 1,024 942 1,024 11,905 11,100 I 
Nonresidential building..... .. 505 523 433 443 5,676 5,014 
, > se aera 354 396 314 347 4,439 4,003 
Farm and other....... saat 97 109 106 120 1,595 1,695 
PE  ccselavetabsiweetnanes 753 936 755 924 11,228 10,826 | 
(0 See ee $2,988 $2,550 $2,858 $34,843 $32,638 | 
Source: U.S. Departments of Commerce and Lahor. »Preliminary. | 


(4). Number of Nonfarm Housing Units Started | 
| 





1953 1952- 12 Months 
Dec.? Nov.? Dec. Nov. 1953 1953 | 
ee eee ee 78,400 67,600 82,300 1,066,900 1,068,500 
eee egies ha he ws. 1,300 1,600 3,900 3,800 35,500 58,500 
| SFR 68,000 80,000 71,500 86,100 1,102,400 1,127,000 
Source: U.S. Department of Labor. °Preliminary; figures are revised three months after issuance. | 
(5). Recordings of Nonfarm Mortgages of $20,000 or Less 
millions of dollars) 
—1953— 1952— First 11 Months 
Nov. Oct. Nov. Oct. 1953 1952 
Savings and loan associations....  $ 564 $ 658 $ 526 $ 627 $6,796 $ 5,912 
Commercial banks............. 290 320 298 343 3,389 3,294 
Insurance companies........... 114 123 116 135 1,354 1,295 
Mutual savings banks.......... 113 123 103 117 1,199 1,025 
Mortgage companies and others. 468 522 449 505 5,387 4,938 
| era $1,746 $1,492 $1,727 $18,125 $16,464 








Source: Home Loan Bank Board. 


(6). Nonfarm Mortgage Acquisitions by Life Insurance Companies 
(millions of dollars) 











-1953— —1952— First 11 Months 

Nov. Oct. Nov. Oct. 1925 1952 

WE «wacom cw cminteteckels $ 60 $ 60 $ 65 $ 79 $ 753 $ 778 
ERI era 56 42 22 30 376 398 

SN ars cuba wo cewadenew eas 211 207 173 228 2,356 2,078 

, Se er, ey ae $327 $309 $260 $337 $3,485 $3,254 





Source: Institute of Life Insurance. Data include nonresidential as well as residential mortgages. 


Appraisal Requests to VA on New Construction 


(7). Applications to FHA for Insurance on New Construction, and | 
number of units) | 





—1953— 1952— 12 Months 

Dec. Nov. Dec. Nov. 1953 1952 | 

FHA applications ............. 21,497 20,295 25,344 32,071 327,323 323,923 | 
Units in home mortgages... .. 13,386 13,406 19,656 27,755 253,726 267,915 ! 
Units in project mortgages... . 8,111 6,889 5,688 4,316 73,597 56,008 
VA appraisal requests.......... 19,016 22,552 17,505 18,837 251,437 226,299 


Sources: Federal Housing Administration, Veterans Administration. 











| 
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Asher J. Thompson, vice president, 
Read-Thompson Mortgage Company, 
Lubbock, has been elected president 


of the Lubbock Real Estate Board. 
Toledo Home Mortgages, Inc. has 
been organized in Toledo and the 


principals are Willaim G. Hodupp, 
Willard C. Howard, Roger G. Dun- 
bar and Lawrence R. Marryott. 


& e 
Albert L. Buchner Aime C, Bettex 


Commonwealth, Inc., Portland, 
Ore., announced the appointment of 
Albert L. Buchner as head of the 
company’s mortgage department. 
Buchner, a vice president since Jan- 
uary, 1952, succeeds the late W. Rob- 
ert McMurray. He has been 
ciated with Commonwealth for nearly 
two years, and was previously Oregon 
FHA director. He had been 
operating and administrative super- 
visor of FHA for the 11 western states. 
He will direct Commonwealth’s resi- 
and _ industrial 


asso- 


also 


dential, commercial 
mortgage operations in Oregon, five 
other western states and Alaska. The 
company maintains branch mortgage 
offices in Salem, Ore., Richland, 
Wash., Boise, Idaho, and Anchorage, 
Alaska. 

Aime C. Bettex has been elevated 
to the newly created office of first vice 
president of Title Guarantee and 
Trust Company, New York, it was 
announced by William H. Deatly, 
president. He brings to that position 
thirty-five years of experience in title 
insurance and will assume company- 
wide direction of sales, customer serv- 
ice and production activities. 

Entry into the United States of one 
of the most prominent Swiss insurance 
companies, the Swiss National Insur- 


ance Company, Ltd. of Basel, is an- 
The United States branch 
operation will be under the direction 
of Joseph Weintraub Manager, Inc., 
of Miami. 

Formal 


nounced. 


entry was made through 
the state of Florida where license 
was granted on December 7th, 1953. 
Heading the United States branch 
operation is Joseph Weintraub as 
president of the management corpora- 
tion with Ray K. Davis as vice presi- 
dent. Mr. Weintraub said the United 
States operation will be confined ex- 
clusively to reinsurance. Ray K. Davis 
until recently was vice president of 
North Star Reinsurance Corp. 

Ward J. Gauntlett, president, Sharon 
Mortgage Co., Chicago, was named 
president of the Chicago Real Estate 
Board Nooners club. 

Herbert W. Kalmbach was elected 
secretary and director of Security 
Title Insurance Company, Los An- 
geles, Howard H. Rolapp, president, 
announced. He succeeds William H. 
B. Haymond, who passed away re- 
cently. 

Kalmbach is a member of the State 
Bar of California, and the Junior Bar 
of California, where he is currently 
state Co-chairman of the Junior Bar 
Speakers Bureau. In addition, he holds 
membership in the Los Angeles Bar 
Association, the Junior Barristers and 
the Southern California Trust Officers 
Association. 

Mark Hodo, formerly chairman of 
the board of the Hodo Weaver Com- 
panies of Birmingham, has joined the 
Exchange Bank of that city as chair- 
man of the finance committee. He 
has been director since founding, and 
vice president for a number of years. 

In the past he has served as presi- 
dent of the Birmingham Real Estate 


Board, Alabama Real Estate Assn., 
and has been a director of the Na- 
tional Association of Real Estate 
Boards. 


Burton L. Hedin, treasurer of the 
Worcester County Institution for 
Savings, Worcester, has resigned to 
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join McMillan Mortgage Company 
oi California as executive vice presi- 
dent. 

McMillan operates throughout Cali- 
formia, centering in the San Fran- 
cisco, Los Angeles and San Diego 
areas. Offices are located in Oxnard, 
Palo Alto, San Diego and San Ber- 
nardino. 

Hedin joined the bank in March 
1948 and a year later was appointed 
assistant to the president. In June 
1951 he was elected treasurer. For 
the last three years he has specialized 
in the administration of the bank’s 
mortgage operations. His published 
studies on savings bank investment 
in FHA and GI mortgage loans has 
attracted considerable attention in 
banking circles. 

Walter J. Gill, executive vice presi- 
dent and secretary of Alexander Sum- 
mer Mortgage Co., Newark and Tea- 
neck, was named “Newark Realtor 
of the Year, 1953.” He’s a member 
of the board of governors of The 
Mortgage Bankers Association of New 
Jersey, was president of the Newark 
Board in 1951 and vice president of 
New Jersey Association of Real Estate 
Boards in 1953. 

Draper & Kramer, Inc., Chicago, 
elected five vice presidents: A. L. Al- 
corn, property management; F. Walter 
Hollensteiner, property management 
and sales; Robert E. Miller, sales 
manager; Harold C. Narrow, in charge 
of the St. Louis branch; and John B. 
Welch, in charge of the Twin Cities 
office. Harry N. Gottlieb was named 
assistant vice president, in the mort- 
gage department. 

Paul W. Goodrich, president, and 
Albert Y. Bingham, vice president, 
were elected to the board of Chicago 
Title and Trust Co. Goodrich has 
been with Chicago Title since 1931, 
was named manager of the title divi- 
sion in 1947 and elected president 
last December. Bingham joined the 
company as vice president in 1942 
and has been head of its investment 
division since 1947. Stockholders ap- 
proved merger of Du Page Title 
Company, Wheaton, Illinois. The 
merger had been previously approved 
by stockholders of the Du Page Com- 
pany. 

Stewart McDonald, FHA Commis- 
sioner in the agency’s early days, has 
retired as chairman of Maryland 
Casualty Co., a position he held since 
he left FHA. 











The 1954 P&H Pioneer Home —4 bedrooms, 114 baths, more than 1,100 sq. ft. Hip and 


gable roof designs are also available, as are 2 and 3 bedroom homes with or without basements. 


-..P &H Homes are Completed Faster 


More and more investors are finding P &H 
Homes, and their builders, ideal investments in 
today’s constantly-changing mortgage market. 
Because P &H Homes are completed faster—a 
home can be under roof in a day—commitments 
for loan purchases are shorter. And because 
of their uniformly high standard of construc- 


P&H Homes 


tained a high level of resale value. 


tion and material, have main- 


P & H Home packages are available to build- 
ers in economy and built-up luxury models. 
Completed, the 2, 3 and 4 bedroom P & H Homes 
sell in the $6,000 to $20,000 range. Thus, a wide 
range of sound mortgage investments is opened 
-mortgages that can be acquired and serviced 
with a minimum of overhead. 
Tap this source of sound mortgages now. Write 
for information about P &H home building in 
your area. 


Ps«H HOMES 
HARNISCHFEGER CORPORATION 


362 Spring St., Port Washington, Wis. 
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Phone Port Washington 61! 





POWER SHOVE 
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VERMEAD CRANES 





TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 


tection against title losses, facilitates the sale and 


transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabaina Missouri 
Arkansas Montana 
Colorado Nebraska 
Delaware North Carolina 
Florida South Carolina 
Georgia lennessee 
Indiana Texas 
Kansas Utah 
Louisiana Virginia 
Maryland Wisconsin 
Mississippi Wyoming 
and in the 
District of Columbia and 
Territory of Alaska 


BRANCH OFFICES Approved attorneys througiicut states 


Baltimore, Maryland—21 South Calvert Street Issuing Agents fo mest principal aittes 
Little Rock, Arkansas—214 Louisiana Street —Escrow Services Furnished by our 
Nashville, Tennessee—S.W. Cor. 3rd & Union Streets Home Office and by all Issuing Agents. 





Financial Statement and Directory of Issuing Agents 
furnished upon request to Home Office or any Branch Office. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,900,000.00 
Title Bldg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 














